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SUPPLEMENTAL APPROPRIATIONS FOR 1952 


MONDAY, SEPTEMBER 17, 1951 


Unirep Srates SENATE, 
CoMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 


The Committee met at 10:30 a. m., pursuant to recess, in room 
F-37, the Capitol, Hon. Kenneth McKellar (chairman) presiding. 

Present: Senators McKellar, Hayden, Ellender, Cordon, Salton- 
stall, Young, Knowland, and Ecton. 


DEPARTMENT OF COMMERCE 


MARITIME ADMINISTRATION 


STATEMENTS OF ADMIRAL E. L. COCHRANE, CHAIRMAN-AD- 
MINISTRATOR; EARL W. CLARK, DEPUTY ADMINISTRATOR; 
R,. A. SPENCER, BUDGET OFFICER; AND OSCAR H. NIELSON, 
BUDGET EXAMINER (OFFICE OF THE SECRETARY), 


FEDERAL MARITIME BOARD 


Chairman McKe tar. The committee will come to order. 

This morning we shall call as our first witness Admiral Cochrane, 
of the Federal Maritime Board. 

Senator SauronstaLL. Mr. Chairman, I thank you very much for 
permitting the Maritime Board to come in first because Senator 
Wherry has asked me to be on the floor at 12 o'clock. 

I assumed that the Maritime Board would be asking for additional 
money and then I had three questions I wanted very much to ask 
Admiral Cochrane in connection with the supplemental budget. 

I do not know whether you want to go ahead, Admiral, with what 
you request first and then let me ask you the three questions on three 
different subjects, or vice versa. 

Admiral Cocurane. Of course, our first request is In connection 
with the limitation on average salaries to which Secretary Sawyer 
addressed himself. 

Chairman McKetiar. That is on page 14. 

Senator SALTONSTALL. Yes, sir; at the bottom of page 14 of the bill, 
Department of Commerce, Maritime Activities. 

Chairman McKetuar. What did the President ask, what did the 
budget do, what did the House do, and what are we requested to do? 
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LANGUAGE LIMITATION ON EMPLOYEES PAY 


Admiral Cocurane. The limitation, sir, is at the bottom of page 38, 
section 1313. 


None of the funds provided by this act should be used to pay employees at an 
average rate in excess of that paid from the regular appropriation provided in the 
department concerned for the 1952 appropriation bill. 


There is in H. R. 5215 an appropriation of $750,000 for salaries and 
expenses in Maritime for use in connection with the high-speed cargo 
shipbuilding program. 

The average salary, for inspectors and technical people that we 
require in that service comes to a good deal higher than the average 
salary for the Maritime Administration or the aver age salary for the 
Department of Commerce. 

The average for Maritime is only $4,052. 


PROPOSED AMENDMENT 


Senator SatronsTaLu. You also offer a language amendment? 

Admiral Cocurane. Yes; I believe that is in the Secretary’s letter, 
Senator. The language amendment is provided in the letter. 

Chairman McKetiar. The Secretary wrote a letter regarding that? 

Admiral Cocurane. The Secretary wrote a letter of appeal on 
section 1313. 

Of course, we are anxious, so far as we are concerned, that it be 
included in the record. 

Chairman McKetiar. Without objection, it will be included at 
this point. 

(The letter referred to is as follows:) 


THe SECRETARY OF COMMERCE, 
Washington, August 31, 1951. 
Hon. KennetH McKE Liar, 
Chairman, Committee on Appropriations, 
United States Senate, Washington, D. C. 

My Dear Senator McKe.uar: Further reference is made to H. R. 5215, the 
Supplemental Appropriations Act, 1952, as passed by the House of Representa- 
tives on August 20, 1951, with particular reference to section 1313 of chapter 
XIII of the general provisions. 

I am transmitting herewith a proposed amendment providing for the exemption 
of the items ‘Salaries and expenses, Maritime Administration” and “Salaries 
and expenses, defense production activities’ from the operation of this amend- 
ment. 

The matter of salaries in the mobilization programs, as well as regular programs 
in the Department of Commerce, is one to which I have devoted personal atten- 
tion. I have formulated departmental policy to restrict advancements in salaries 
by too rapid or frequent promotions. However, I feel the legislative restriction 
imposes a burden upon the administration of the programs which would add 
immeasurably to the difficulties of the task before us. 

It is to be noted that the programs involved have been in operation since 
July 1 under funds provided by Public Laws 70 and 97. The average rate of 
pay for 1952 has already been influenced by operations and if the average rate 
of pay of avproximately $4,400 in the Department of Commerce 1952 appropri- 
ation bill is to be established as a ceiling, drastic adjustments of staffing are 
involved and the programs will be severely handicapped. The average rate in 
the National Production Authority is greatly influenced by ‘‘supergrade’’ posi- 
tions and the effect of section 1313 would necessitate excessive lower grade re- 
cruitment, not on the basis of program requirements, but required to depress 
the average rate of pay. 

In addition to the amendment, there are herewith transmitted additional 
justification statements supporting the request for exemption for the Maritime 
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Administration and the defense production activities from the provisions of 
section 1313. 

Representatives of the Department will be glad, if necessary, to appear before 
your committee to discuss these matters and to furnish such additional informa- 
tion as may be necessary. 

Sincerely yours, 
CHARLES SAWYER, 
Secretary of Commerce. 


DEPARTMENT OF COMMERCE 
(House act, p. 38) 
(House hearing (none)) 
LANGUAGE AMENDMENT REQUESTED 


The Department requests the following amendment: 

Page 38, line 23, after the word “Act’’ insert: ‘except those reappropriated to 
the appropriation “Salaries and expenses, Maritime Administration, fiscal year 
1952, and those appropriated for ‘Salaries and expenses’, Defense Production 
Activities, Office of the Secretary of, Commerce,’’. 


FrepERAL Maritime BoaRpD—MARITIME ADMINISTRATION 
(Extract from House report, p. 30) 


(This refers to the item ‘Salaries and expenses’’ under the heading ‘“‘Department 
of Commerce, maritime activities, in ch. VII of the act) 


Salaries and expenses. The committee considered a budget estimate of 
$1,000,000 for administrative expenses, together with a request for reappropriation 
of an unobligated 1951 balance of $1,900,000 for ‘‘Salaries and expenses,’’ for use 
by the reserve fleet. for a bottom-preservation program. The committee has 
recommended that $750,000 of the 1951 unobligated balance referred to above 
shall be continued available for administrative expenses, in lieu of a new appro- 
priation of $1,000,000 as proposed in the estimate, and that $1,000,000 of the 
unobligated balance be continued available for the bottom-preservation program 
in lieu of $1,900,000 as proposed in the estimate. The amount made available 
for administrative expenses will permit the employment of an additional limited 
number of persons essential to the efficient administration of the new cargo ship 
construction program, including the employment of inspectors for two additional 
shipyards where construction will be carried on during the fiscal year 1952. 


JUSTIFICATION 


These funds ($750,000) were requested for the purpose of paying the cost of 
additional personal services made necessary by the ship construction program. 
Most of the personal services to be performed (approximately 90 percent) require 
skills of a highly technical and specialized nature for which hull inspectors, elec- 
trical inspectors, naval architects, marine engineers, ete., must be employed, 
The salaries of such employees would range from $4,600 to $8,800. The average 
salary is $5,448. (Extreme difficulty has already been encountered in locating 
and employing personnel for these specialized jobs at the grade and salary levels 
authorized.) 

Section 1313 of the act limits the pay of the employees to be paid from the 
$750,000 to an average rate not in excess of that paid from the regular appropri- 
ations provided to the departments concerned in the regular 1952 appropriaticn 
bills. he Department of Commerce 1952 appropriation bill which would govern 
in this case is-still under consideration by the Congress, and while the average rate 
of pay of employees under that bill could not be determined until the end of the 
fiscal year 1952, it is our understanding that the present average salary of em- 
ployees in the Department of Commerce is approximately $4,400. The Depart- 
ment, as you know, has many highly specialized and technical personnel in the 
higher salary grades. It also has many employees in the Bureau of the Census 
on tabulating work, and crews of vessels in the Coast and Geodetic Survey at 
lower rates of pay which reduces the average for all. Therefore, inasmuch as 
the $750,000 is for the pay of employees in the upper brackets, the maritime ship 
construction program cannot be successfully carried on unless the barrier imposed 
by section 1313 is removed. 





868 SUPPLEMENTAL APPROPRIATIONS FOR 1952 


Without adequate and expert review of plans and specifications, departures 
from specifications, proposed contract changes, and inspection of work as con- 
struction progresses, there is an ever-present danger of enormous waste of funds 
through the use of inadequate or inferior materials, inferior workmanship and 
other wasteful practices. The result may be an increase in construction costs 
or serious defects in construction which may not become apparent until the ships 
have been in operation for some time. 


DEFENSE PRODUCTION ACTIVITIES 


Assuming that for fiscal year 1952 the average salary of the defense production 
activities is substantially above that of the aggregate average salary of the regular 
activities of the Department of Commerce, the effect of section 1313 on the opera- 
tions of the defense production program would be devastating. 

Section 1313 is interpreted to require an immediate reduction in force of higher 
grade key personnel in order to bring the average salary in line. These per- 
sonnel, for the most part, form the hub of the allocation and distribution systems 
and are vital to such positions by reason of their vast knowledge and experience 
in their respective fields of activity. The loss of such extensive knowledge and 
reliable judgment would leave the controls mechanism in an unpredictable state 
of confusion during the most crucial period of the mobilization effort. 

The control of the American industrial economy of necessity requires the 
services of a substantial number of industrial specialists and executives who are 
thoroughly familiar with the vast complexities of industry and the latest tech- 
nological developments. This type of personnel cannot be obtained unless higher 
than average salaries are paid. 

The amendment will defeat the best interests of good management and eco- 
nomical administration since it will result in the recruitment or retention of a 
larger number of less capable employees, in the lower salary grades, at a greater 
cost and less effective operation than would be obtained through the employment 
of a properly balanced salary group. 

The amendment has the effect of penalizing the defense activities performed 
under the jurisdiction of the old-line agencies and departments since it would 
appear that Congress has recognized and supported the need for higher grade per- 
sonnel in independent defense control agencies 

The amendment would preclude full compliance with the policy set forth in 
Executive Order 10182 with respect to employing regular salaried persons in 
lieu of persons without compensation wherever possible. 


LIQUIDATION OF CONTRACT AUTHORITY 


Admiral Cocurane. That is the item in which we are particularly 
concerned in H. R. 5215. 

We need, of course, an appropriation of $60 million for liquidations 
of the contract authority under ship construction, and we will need 
all of that. Our present figures indicate that we will use all of it. 


WAR-RISK-INSURANCE FUND 


Of course, the authority to transfer $10 million from the vessel 
operations revolving fund to pick up war-risk insurance when that is 
necessary is covered quite adequately as the bill stands; so we have 
no question about that. 

PERSONNEL 


Senator SaALronsTaLL. So the only question you have, so far as the 
bill is concerned, is employees? 

Admiral Cocurane. That is right, sir; and we will have to pay an 
average salary of $5,200 to the people we require, principally men of 
technical competence to superintend and make inspections in the 
ship-construction program. 
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Senator SaALronsTaLL. Mr. Chairman, this was the Jensen amend- 
ment, as I understand it, and it is an effort to make this supplemental 
bill come along and be the same as the general appropriation bill. 

Now, why should you make an exception? 

Admiral Cocurane. Of course, Senator, this item in question is 
not the same as the Jensen amendment in the Appropriation Act of 
1952. We do not want to incur expenditures beyond what we need. 
On the other hand, we must get men of sufficiently high stature and 
ability. When you are going to spend $350 million for shipbuilding, 
we must be sure that we get the quality of work that is necessary 
and specified. 

For that purpose, of course, we need men of engineering training. 
I mean we need more of them than we do of clerks, messengers, and 
other employees in the lower grades. 

Chairman McKetiar. How many of these men will you need? 

Admiral Cocurane. The average salary for the Maritime Admin- 
istration is quite low, which indicates we have been frugal in our 
normal operations, but we have come now into a particular phase of 
our responsibility which requires the employment of men of higher 
caliber. 

I have a schedule here of people. 

Chairman McKetuar. Without objection that schedule may be 
placed in the record at this point. 

(The information referred to is as follows:) 


MARITIME ADMINISTRATION 


Data supporting appeal to the Senate Appropriations Committee for exemption 
from the provisions of section 1313 of the Supplemental Appropriation Act, 1952, 
which restricts the use of the $750,000 for ‘‘Salaries and expenses’ Maritime 
Administration to the payment of an average salary rate not in excess of that 
paid from the regular appropriation of the Department of Commerce. 

Employees now being paid under the authority contained in the temporary 
appropriation act (Public Law 132) approved August 29, 1951, pending enactment 
of the Supplemental Appropriation Act, 1952. More employees will be required 
throughout the year as the ship construction program progresses. 
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Position 


Office of Shiv Construction: 
Office of Chief: 
DEO OIOT Ks. <cnk ath bin sn tigiaintieititn dys SOLE thai: kk bic deme 
File clerk 
Seabee i ili cd. Se ici ie ieee ee 
ee erencerepbet 


Mail and file supervisor 
Mail and file supervisor (branch chief) 
Engineer 


Division of Preliminary Design: Naval architect 

Division of Estimates: 
Combract ane Sudyet Giga ss os a se 
Naval architect (general) 
Supervisory naval architect (general) 


Divison of Technical Development: 
Clerk-typist 
Marine engineer (general) _.........- . 
Materials ins»ector 
Naval architect (general) 
Materials insnector (general) 
Materials engineer (general) 
_Electrical engineer (marine) 
“Sunervisory marine engineer (general) 
Mechanical engineer : 
arse engineer- 


3h 


~ t 


Divison of Production: 
Clerk-stenographer 
’ Statistical clerk 
¥ Secretary (stenographer) 
, indneteiat en 


Trial and guaranty survey boards: 
Clerk-stenographer - 
Marine engineer 


Field construction offices: 
Quincy: 

Clerk-stenographer ao eeee 
Clerk (stenographic duties) _- 
Shipbuilding inspector (me achinery) - i 
Shipbuilding inspector (hull) -- 
Do... 
Shipbuilding inspector (joiner) 
Shipbuilding inspector (electrical) 
Marine engineer 
Shipbuilding inspector (machinery) 
Naval architect ; a 
Electrical engineer Leake 
Shipbuilding inspector (hull) 
Construction representative... ..-- 


DN cadeecsbeceseountsene 


Pascagoula: 
Clerk-stenographer 
Clerk-typist. _- 

Clerk (stenographic duties) 
ee EC a eam 
Shipbuilding inspector (machinery) e | 
DERITOS COE Fi os cs cb. acne Swidddceboackeenbatagessse -| 
Electrical engineer 

Shipbuilding inspector (hull) 

Shipbuilding inspector (electrical) 

Shipbuilding inspector (hull) --- 

Shipbuilding inspector (machinery) 

Construction representative 
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Position Grade Number 
ine Office of Ship Construction—Continued 
Field construction offices—Continued 
Newport News: 
3 SNL on d diahhit oud a teGicecll bp Wie. cardaiind wb de etichadinla a> wsdl ooeabs Lup GS 1 
I I ad | epinteeletnhsuerehyne CAB pic cedce 1 
9 Shipbuilding inspector (electrical) .-...................-----.---- Ce kkcukces 1 
1 Shipbuilding inspector (machinery) - - ........-.-.-..--.--------- G8-9........54 1 
1 ey Se Tn. lc cenecensusmeckoasees NS a ats 1 
1 eS MURINE io cei intake Ree 2 
i OE Ri ee aieiiee ie ak Linn Acdelneinahesswnienes GS-11._....... 3 
1 Shipbuilding inspector (machinery).-....................----.-.- GS8-12.__.... a. i 
1 Shipbuilding inspector (hull) .............-.--.-.-..-......-.--.- ae, ee ear 5 
ei Cire TOT... |... acbcenemantdedachewcsesaes EEE Sanaa 1 
12 Shipbuilding inspector (electrical) ...........-.......-..----.-.--- GS8-12......... 1 
Seieore OCometruction representative... ...c none cd de coun Sdew wd ndide coe -ne- GRH-E4. ne adee 5 
: 14 
; Camden: 
9 NN ia a tetas okie 1 
Ae Beene (mesnecter COGN). ...2n5 5005 ee cdc ccc eccccce yernnco cee 1 
4 Shipbuilding inspector (machinery) . . .......-.....-..----------- Rt. is 1 
aes Shipbuilding inspector (welder) ..............-.....---------.--- oo. are 1 
Shinbulidiaw inppector Gill)... 4... ook ee ee ticle ee Me Ddthsdivend 1 
9 CPIREDIA TODEUREIULI VS 6 6 6 euanrcnren memes een aetmscmeniieonven G&-13._...-.... -5 
i Pc aRe Ep ohare lghtae en ME Cioeds sa becakbeeiares GS-14_.2- 22.2 5 
: 6 
; Sparrows Point: 
1 INL re ree SOL Anns Sle son i dadetatdowsaadbagece 1 
45 Clerk (stenographic duties) y wl 
1 Shipbuilding inspector (hull) ; ci i 3 
1 Shipbuilding inspector a Batis Wit dcholaidnasendaud eek 5.2 3-2 1 
5 Shipbuilding inspector (electrical) - ...........-.--...--.--------- TE ens 1 
aS Commtrinttion representative... oo... acne pecwcecccccccnccescece-- GS8-14......... 1 
18 8 
- SSS 
1 Chester: 
1 See CO ORINES WRUIONT. 655 oasis cda sche ceaches coeclabecune GIG. lick..-s 1 
1 eae PRBNOCCOS (IGUNETD oc ncnsicinddnncudcessnissansenade Canc wine nts 1 
3 Shipbuilding inspector (welder). .....................-----.--..- GeO 53.4. 1 
1 PRION oc nda cascepdacauanwohssay Woarbepbesdeaded pans eee nas. 1 
1 Pe es ee es ee a s eahce OO Ahi nck. 1 
~_ Shipbuilding inspector (Hull) ...............-..--.....---------- LEA dantwadae 2 
8 Construction representative. ...............2.-.-20.-22----- ese b e-faees 35. | 1 
8 
! <== 
I ca al heb rws duneitondebh ints Lemaiaeasddnheds sa sadoinnact ene aweddac dawns | 109 
Basic*salaries of the 109 employees is $560,700. Average salary is $5,144. 
In addition to the 109 employees in the Office of Ship Construction, there are 
6 employees in the Office of Property and Supply in connection with these func- 
1 tions. The average of these six employees is approximately $3,300. 
: Base annual Base annual 
1 Ne ie ar a OR A iiss Sekine ance eitaesy $4, 600 
: ie et oe de DSN rN cia cK Odio cs 5, 000 
|| SRS SER Serio Me BRR Lashom srenivich Lave 5, 400 
1 a a gs MR! Ss, RRS PRR ORE Se tae Ie, 6, 400 
Ber ra ot re. Le oe, ee Nal oa ss eee clase dbe 7, 600 
| SORT RE Ta SNR Gs soso ce 8, 800 
Ce ae ie deeb OS CE TOG. oi. eesti ek cota 10, 000 
{ 
OPERATING DIFFERENTIAL SUBSIDY CONTRACTS 
} Senator SatronstaLL. Mr. Chairman, may I ask the permission 
of you, sir, and the committee, to ask Admiral Cochrane questions 
| on three ponts? 
Chairman McKe tar. Yes, sir; go right ahead. 
Senator SarronstaLu. Admiral Cochrane, the compromise report 
of the Appropriations Committees, which finally went through pro- 
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vided for subsidized voyages of 1,522 of which 307 were reserved for 
new operating contracts. The Senate added in a figure of 1,830. 

You have existing contracts calling for 1,523. Can you operate 
under the present compromise bill fairly? 

Admiral Cocurane. We cannot carry through the subsidize! 
voyages which are scheduled to be made, and also grant additional 
applications which have been made on which we have gotten recom- 
mendations for approval from our examiners. 

Actions have not been taken by the Board because of this limitation 
which does not cover the minimum number of voyages which we have 
under contract. 

Senator SauronstaLL. What is the minimum number of voyages 
you have under contract? 

Admiral Cocurane. 1,231 is the minimum number. 

Senator Corpon. On the contract? 

Admiral Cocurann. Yes. 

Senator Corpon. The contracts extend for how long? 

Admiral Cocurane. For varying periods. We have two contract 
resumption addenda that have not finally been signed. But all 
negotiations have been completed. These are the consummations 
of obligations which were incurred back in 1946, the latter part of 
1946. 

For one reason or other the contracts were not finally settled by the 
former Maritime Commission. 

Chairman McKetuar. Did you have legislative authority to make 
that contract? 

STATUTORY AUTHORITY 


Admiral Cocurane. Yes, sir; there has been continuing authority 
to make these contracts in accordance with the basic 1936 act. That 
has been carried through and the 1936 law as well as the 1952 Ap- 
propriation Act still provide the Federal Maritime Board with 
authority to make long-range contracts and to obligate the Govern- 
ment to make future payments in accordance with the terms of such 
contracts. 

Senator Corpon. What is the length of the contract? 

Admiral Cocurane. They vary, Senator, depending on when they 
were originally negotiated. Some of them were for 10 years. Some 
of them were extended. One of them runs out in 1953, and the others 
beyond that. 

Senator Corpon. Do any of them run out in 1952? 

Admiral Cocurane. I think not any in 1952. 

Senator Corpon. Then you are face to face with the fact that with 
respect to the contracts the Government executed you are faced 
with a legal obligation to pay the agreed amount of subsidy; if the 
amount is not furnished voluntarily by appropriations the claimant 
has the right to go into the Court of Claims for collection, in which 
case the amount would come before the Senate at a later date on the 
adjudicated claim or judgment against the United States? 


PENDING CONTRACT NEGOTIATIONS 


Admiral Cocnrang. I want to say, Senator, that some of these 
have been in the process of negotiation over a period of years. The 
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present Federal Maritime Board inherited them when we came into 
office a year ago. We have struggled vigorously to get those pending 
contract resumption addenda straightened out and finalized. 

That is the position we are in now. 

One of them, the Oceanic Steamship Co., has not yet been finally 
closed. We have one or two items still hanging on contracts with 
American President Lines. All negotiations have been finished and ° 
so far as we are concerned, we have a quite clear binding obligation 
to finalize these contract addenda to the prewar contracts. 

They fall within this total of 1,231. 

Senator SALTONSTALL. Let us put it this way: The bill authorizes 
1,522 contracts of which 307 were reserved for new operating contracts, 
some of which cannot be put into effect because you do not have the 
opportunity. 

Now, you tell Senator Cordon you can‘get along with a bare mini- 
mum of 1,231 contracts. The bill authorizes 1,522. That means 
that there is a 291 figure instead of 307. 

If we authorize 16 more contracts, do I understand that you could 
then get by with your existing contracts? 

Admiral Cocnrang. No, sir. I intended to amplify that. I re- 
ferred to the minimum number of voyages which the operators are 
required to make, but the contracts also provide for a maximum 
number, which was the clear spirit of the 1936 act. 

The contracts which have been made, which we have inherited, are 
a bit unclear on that point. But I believe the clear intent was that 
the operators should be permitted to increase their number of sailings 
up to the maximum authorized in the contracts and that we would 
still be obligated to cover the subsidy for those voyages. 

Senator SALTONSTALL. What is the maximum? 

Admiral Cocurane. The maximum total is 1,524 on existing con- 
tracts. 

Senator SALTONSTALL. So you have a difference of maximum of 
1,524 existing contracts and a minimum of 1,231 existing contracts? 

Admiral Cocurane. That is correct. 

Senator SALToNnsTALL. If it is possible to do so, that should be the 
minimum amount of increase from the 1,522 figure which is now in the 
bill to permit you to operate properly this year? 

Admiral Cocurane. That we would actually be required to pay 
for the full 1,524 voyages under current contracts seems improbable 
under the present circumstances, although the needs of most of the 
services are going up with the increasing demand for war transport. 

We have one or two operators that have indicated a decrease. Off- 
hand, it seems to me we ought to have a margin to take care of sailings 
that are now in sight of at least 200 above the figure that is now set 
in the law on July 1, 1951 contractors. 


PROPOSED AMENDMENTS 


Senator SaLtronsTaALu. If you had 200 above the figure now set in 
the law and still had the provision in— 


of which 307 should be reserved for new operating contracts— 


in your opinion, you could get by? 
Admiral Cocurane. Yes, sir. 
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Chairman McKe uar. At this point I wish to place in the record 
a letter from Senator Magnuson who seems to be interested in this A 
particular matter, in which he proposes an amendment. 

(The letter referred to is as follows:) 


Unitep States SENATE, 


COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, I 
; September 6, 1951. e 
Hon. Kenneta McKEeE.uar, il 


Chairman, Senate Appropriations Committee, 
United States Senate, Washington, D. C. 

Dear Senator McKetiar: On August 16, 1951, when the conference report 
on H. R. 3880 (independent offices appropriations bill) was considered, I called 
to the attention of the Senate a substantive error in the appropriation relating 
to “Maritime activities, operating-differential subsidies.’ The error in question 
related to a limitation on the number of subsidized voyages for which the appro- 
priation for fiscal year 1952 cqyld be used. The amount of the appropriation, 
$20 million, was not in controversy. 

The Bureau of the Budget submitted a voyage limitation of 1,522 voyages for 
the fiscal year 1952. The House, however, passed the bill cutting the limitation 
to 1,450 voyages. 

After considering all pertinent facts, the Senate Appropriations Committee 
fixed a limitation of 1,830 voyages, and the Senate concurred. In conference, 
however, a limitation of 1,522 voyages was agreed to with the proviso that 307 
of the voyages allowed be set aside for companies not having an operating- 
differential subsidy contract on July 1, 1951. The effect of this proviso is to 
limit to 1,215 (1,522 minus 307) the number of voyages for which subsidies can 
be paid to the present holders of long-term operating-differential contracts and 
commitments. 

Outstanding contractural obligations, under section 603 of the Merchant Marine 
Act of 1936, provide for the estimated sailing of 1,475 voyages; 1,475 voyages is 
the Bureau of the Budget figure, exclusive of voyages requested by new applicants. 

There are pending at Maritime Administration applications for new services 
by companies presently having subsidy contracts. The proviso referred to also 
makes it impossible for the Department of Commerce (Maritime Administration) 
to grant these applications if the applications are found to meet requirements and 
restrictions of the 1936 act. 

The Senate subcommittee which considered the independent offices appropria- 
tions bill, under the able leadership of Senator Maybank, were fully cognizant of 
these facts at the time action was had on the independent offices conference report. 
Because of the adamant position of a few of the House conferees, however, the 
able chairman and his colleague, Senator, Saltonstall, recommended Senate 
acceptance of the conference report, with the reservation that the error be cor- 
rected in a supplemental appropriation bill. For a more detailed discussion of 
this subject, I respectfully refer you to the data I inserted in the Record on August 
16, pages 10320 and 10321. 

While I am in sympathy with the objective sought by the House conferees to 
prevent the building up of a monopoly, nontheless, I do not believe that the 
Government can, or should, divavow its outstanding obligations. The net result 
of failure to correct the error I have described will be disavowal. 

The solution of this problem is to raise the voyage limitation to 1,830 voyages 
for fiscal 1952, the figure previously adopted by the Senate. Raising the voyage 
limitation to 1,830, and at the same time retaining the House proviso for ear- 
marking 307 voyages, will result in substantial compliance with the budget es- 
timate of 1,475 voyages required to permit the Government to comply with its 
obligations. 

I am attaching a proposed amendment to H. R. 5215, designed to give the 
Department of Commerce the authorization it must have if the principles of the 
Merchant Marine Act of 1936 are to be effectively administered. I respectfully 
urge its adoption by your committee. 

Kindest personal regards. 

Sincerely, 


—<—— ol 





WaRREN G. MAGNUSON. 
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[H. R. 5215, 82d Cong., Ist sess.] 


AMENDMENT Intended to be proposed by Mr. Magnuson to the bill (H. R. 
§215) making supplemental appropriations for the fiscal year ending June 30, 
1952, and for other purposes, viz: 


On page 14, line 1, insert the following: ‘‘The third proviso of Public Law 137, 
Eighty-second Congress, under the head ‘Maritime activities, operating-differ- 
ential subsidies’, is hereby amended by striking out the figure ‘1,522’ and inserting 
in lieu thereof the figure ‘1,830’.” 


MONOPOLY IN SHIPPING CONTRACTS 


Senator Corpon. Mr. Chairman, I note in the conference report 
on the independent offices appropriation bill, 1952, being the report 
of the House managers, a statement to the effect that there has been 
a monopoly in connection with the operating-differential subsidy 
shipping contracts. 

In several places in the statement reference is made to a monopoly 
in the shipping contracts running to 13 or 14 companies to the ex- 
clusion of others. 

Now, I think that the record ought to show whether there has 
been on the part of the old Maritime Commission or its successor, 
the Federal Maritime Board, any granting of licenses to a favored 
few companies at the expense of other applicants of the American 
merchant marine. 

Would you go into that? 

Admiral Cocurane, Of course, Senator, I can speak for our pred- 
ecessor organization, the Maritime Commission, only on indirect 
evidence. 

So far as the Federal Maritime Board is concerned, we have accepted 
without question applications from all. As a matter of fact, I think 
the only ones that we have are those which were carried over to us 
from the Maritime Commission. There has been no preclusion of 
any company which could qualify under the terms of the 1936 act 
from getting a subsidy for which they were applicants. 

Senator Corpon. Is there discretion in the Board to choose between 
applicants? 

Admiral Cocurane. The provisions of the act are quite explicit. 
The companies that apply, of course, obligate themselves for certain 
services, 

Under present circumstances a number of the companies have been 
doing quite well as independents, operating where they chose and 
without obligation to us or to anyone as to what service they put 
their ships in. 

CONTRACT OBLIGATIONS 


Senator Corpon. One of the obligations that a shipping concern 
undertakes when it accepts a subsidy is that of plying certain specified 
routes on certain schedules? 

Admiral Cocurane. They must make the minimum number of 
voyages, to which I referred a moment ago, on the specified route and 
they hgve to make those voyages whether they have cargo or passen- 
gers, or not, and must touch the ports that are set up in their schedules 
unless they get special authority from us to deviate for some good 
reason. For example, occasionally there are strikes or ships are tied up 





876 SUPPLEMENTAL APPROPRIATIONS FOR 1952 


in ports where we know the circumstances are beyond the contro! of 
the operator. In those cases we usually waive the requirement on 
request. But they are bound to make the ports and schedules if jj js 
possible to do so. 
Senator Corpon. So there are obligations that go with this operat- 
ing differential subsidy? 
Admiral Cocurane. Yes; very much so, sir. 


SUBSIDY PAYMENTS TO NEW COMPANIES 


Chairman McKe war. Here is what Public Law 137 says: 


No part of the foregoing appropriation shall be available for obligation, jor 
any obligation made for the payment of an operating differential subsidy for any 
number of voyages during the current fiscal vear in excess of 1,522, of which 
307 voyages shall be for companies or individuals who, on July 1, 1951, had no 
operating differential subsidy contract with the Federal Maritime Commission 
and which number shall include the number of voyages under contract hereinafter 
awarded. 

Now, will you tell us how that is figured? 

Admiral Cocurane. Senator, the 307 figure, so far as I can deter- 
mine or discern, was the maximum number of voyages that were 
involved in the applications of five companies for new contracts 
which were not included in the budget estimate. Two of them are 
new companies, the Pacific Far East Lines, Inc., and Pacific Trans- 
port Line, Inc. The other three applications we have are from cur- 
rently subsidized companies to operate on new routes. These three 
companies are now operating with subsidy on other routes and under 
this new limitation would not be eligible for subsidy on the new 
routes. There are two other pending applications which were in- 
cluded in the 1952 but which have not been approved so far because 
the companies have not qualified fully so far. : 

The maximum number of voyages for the two new companics, 
Pacific Far East and Pacific Transport, presently contemplated is 
only 93, and the minimum only 77. So that that provision limiting 
new contracts to companies not holding contracts on July 1, 1951, in 
effect will rule out the availability of some 214 voyages out of the 1,522. 

Senator SALTONSTALL. Mr. Chairman, you will recall as a member 
of the conference committee, that Mr. Thomas, of Texas, was very 
emphatic that we should keep this figure to 1,522. You will recall 
that Congressman Phillips, of California, and I think several more 
others, felt very strongly that there should be more voyages, so that 
the compromise was to permit 307 more voyages, but with the allega- 
tion that there might be a monopoly, assiga these to these new five 
operating companies that had not yet received any subsidized con- 
tracts. 

Now, the argument on the other side, sir, is, as Admiral Cochrane 
has pointed out, that we may make the Government liable on the 
contracts and not give the opportunity for a sufficient number of 
subsidized voyages on contracts that we have already made. 

My question was: What was the minimum he could get away 
with, or the maximum, and it came to 200 in number. That was the 
question that I was trying to bring out. 
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PROPOSED AMENDMENTS 


Now, Senator Magnuson has an amendment to put it up to 1,830, 
which is the amount of the Senate bill. 

Chairman McKe.uar. That is the one I have just put in the record. 

Senator SALTONSTALL. Yes, sir; and that aaell be a little bit more 
than what Admiral Cochrane says he can get by on. He says he can 
get by on 200. 

Admiral Cocurane. We believe we can get by on 200. 

Senator SALTONSTALL. But there are some additional amounts. 

Senator Ex.tenper. Admiral, did you make representations to 
the Bureau of the Budget with respect to this matter? 

Admiral Cocuraneg. Yes, sir; we did. 

Senator ELLENDER. Why did the Bureau of the Budget allow you 
but 1,520 in the face of what you are telling us now? 

Admiral Cocurane. If we had 1,522 without the limitation and 
reservation of 307, we would not be too badly off, either. Our trouble 
stems from the reservation of 307 for new contracts. 

Senator ELLenprErR. That is the difference between what the Bureau 
suggested and what has been suggested by others? 

Admiral Cocuraneg. That is correct, sir. 

Senator ELLENDER. If you had 1,522 without this limitation, would 
you be satisfied? 

Admiral Cocurane. I think we would squeeze by, sir. We would 
like to enter into new contracts, of course. 

Senator ELLENDER. Do you recommend this limitation? 

Admiral Cocurane. We do not need it, sir. It should not affect our 
conduct of business. 

Any United States citizen company that comes in with an application, 
that is willing to assume the obligation and qualifications of the 1936 
act, namely is competent and has financial resources and is able to 
operate in the steamship business against foreign competition and on 
a route which has been found to be esseutial, and is not already 
adequately served by American-flag ships will get a contract. 


SUBSIDY PROVISION OF MINIMUM AND MAXIMUM VOYAGES 


Senator Corpon. I should like to know a little more about the 
mechanics of your operation and the provision of your contract. 
You mentioned minimum voyages and maximum voyages. The min- 
imum, of course, I can understand; that there is an absolute obligation 
in the contract for the particular shipping concern to sail a specific 
minimum number of voyages on specific routes. 

Admiral Cocurane. That is right, sir. 

Senator Corpon. Now with respect to additional voyages, is that 
a matter that is under the control of the shipping concern, or is it a 
matter that is under the control of the Maritime Board? 

Who would determine whether the minimum was exceeded, and if 
it was exceeded, the extent to which it was exceeded up to the max- 
imum. 

Admiral Cocurane. They are under contract to submit all of their 
sailing schedules to us for approval. The background history of the 
administration of the act is that if the additional sailings which they 
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might recommend came within the maximum provided in the con- 
tracts, they would get a subsidy for those additional voyages. 

Senator Corvon. But those additional voyages must be set out in 
a schedule filed with and approved by the Maritime Board prior to 
their being made? 

Admiral Cocurane. That is correct, sir. 

Senator Corpon. Does the Maritime Board in the law have dis- 
cretion to approve or not approve the additional number of voyages 
beyond the minimum? 

Admiral Cocurane. Generally speaking, if we have authority to 
approve, the authority to disapprove is implied. 

Senator Corpon. It should be there. It might be purely an ad- 
ministerial act, however. 

In other words, the information might be required to come to the 
Maritime Board in order that it might know in advance its obligation. 

Admiral Cocurane. That is one fact. The other is that the 
operators should not be permitted to engage in additional voyages 
which are not going to be profitable to the operator and the Govern- 
ment. 

Senator Corpon. Then your answer is yes, that the Maritime 
Board does have authority to allow or disallow voyages above the 
minimum? 

Admiral Cocuranr. Yes, sir. But so far as I can discover, there 
has been no case where we disapproved such voyages. However, so 
far as I am concerned, I consider we have that authority, sir. 

Senator Corpon. Then your contract is a firm contract only to the 
extent of the minimum number of voyages? 

Admiral Cocurane. Yes, sir; legally liable. 

Senator Corpon. Plus the existing additional numbers which have 
been ratified by the Commission? 

Admiral Cocurane. That is right, sir. 

Senator Corpon. You feel under the law you need not now ratify 
any additional voyages above the minimum for any contract shipping 
operation? 

Admiral Cocurane. That is correct. 

Of course, there is a further problem. Our job, clearly is to provide 
shipping service to this country and to the Armed Forces. We do 
not want to be put in a position where we cannot approve a voyage 
that is needed in order to supply this service. This might turn up 
as a result of the tight limitation on voyages. Despite present de- 
mands for space, few of the berth operators are avoiding losses with- 
out subsidy because of the high costs of operation. 

Senator Corpon. The act contemplated that the thing that was 
being done would be in the national interest. 

Admiral Cocurane. That is correct, sir. 

Senator Corvon. And it is not done to help ship operators. It 
was done to help the United States by maintaining a maritime service 
under American registry. 

Admiral Cocurane. Yes, sir. 


ADDITIONAL SUBSIDY CONTRACTS ALLOWED 


Senator Corpon. I can understand that. 
Will you tell us the number of voyages? You gave us 1,231 as the 
minimum. 
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Admiral Cocurane. Yes, sir. 

Senator Corpon. Now, in addition to the 1,231 minimum require- 
ment, for which I think we are legally liable, in any event until the 
termination of the contracts, how many other voyages have been 
allowed and confirmed by action of the Maritime Board or its prede- 
cessor? 

Admiral Cocnrane. I cannot give you that figuré offhand. 

Senator Corpon. I think it is essential because that figure plus 
the 1,231 represents the present legal obligation of the United States 
jJovernment, does it not? 

Admiral Cocurane. Yes, sir. 

Chairman McKe.iar. Can you get those figures? 

Admiral Cocurane. I can. get those figures for you and add them, 
if I may. 

(The information referred to is as follows:) 


Voyages required for subsidized operations on essential trade routes 


Subsidized operators: 
Minimum number of voyages required to be performed under existing 








contracts _ - - 1, 231 
Additional voyages above minimum required to meet present schedule 

of sailings. . — 81 
Estimated number of additional voy ‘ages require d above ‘present 

a oi od a a a Se a Nae IN a De ol ga 119 

WRN an eae ae ee bel te oot ain Stele ee eee 1, 431 

Nonsubsidized operators: a 

Estimated number of voyages required, based on present applications 82 
Reserve for applications that may be received during the balance of 

the current fiscal year................+ ae sighs eal epg tt tD ala A 168 

Ge. oo es Sera ie et eee eRe: a Pees ne eee arat 250 

RONG COU 88 ae eR ote oe ek Saeed hws a eelas 1, 681 


MERCHANT MARINE ACT OF 1936 


Chairman McKetuar. Let me ask this question, Senator Cordon, 
if I may: Were these matters up in your original request? 

Admiral Cocurane. Yes, sir; they were. 

Chairman McKe iar. They were decided against you then? 

Admiral Cocurane. The decision of the Senate was in support of 
our position. The House was opposed. The conference agreement 
was opposed, Let me say, the conference agreement was an inter- 
mediate figure with a proviso that 307 voyages be reserved for new 
contractors. 

Senator Corpon. Mr. Chairman, in view of the return every year 
of this problem, I wonder if I might at this time read. for the record 
the background contained in section 601, paragraph (a) of title VI of 
the Merchant Marine Act of 1936, which provides as follows: 

_ The Commission is authorized and directed to consider the application of any 
citizen of the United States for,financial aid in the operation of a vessel or vessels 
which are to be used in an essential service in the foreign commerce of the United 
States. No such application shall be approved by the Commission unless it 
determines that (1) the operation of such vessel or vessels in such service, route, 
or line is required to meet foreign-flag competition, and to promote the foreign 
commerce of the United States and that such vessel or vessels were built in the 
United States or have been documented under the laws of the United States not 
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later than February 1, 1928, or actually ordered and under construction for t},.. 
account of citizens of the United States prior to such date; (2) the applicant own 

or can and will build or purchase, a vessel or vessels of the size, type, speed, an | 
number and with the proper equipment required to enable him to operate an: 
maintain the service, route, or line in such manner as may be necessary to me 
competitive conditions and to promote foreign commerce; (3) the applica; 
possesses the ability, experience, financial resources, and other qualification. 
necessary to enable him to conduct the proposed operation with the vessel or 
vessels as to meet competitive conditions and promote foreign commerce; (4) the 
granting of the aid applied for is necessary to place the preposed operations of 
the vessel or vessels on parity with those of foreign competitors and is reasonab!, 
calculated to carry out effectively the purposes and policies of this act. 


NEW SUBSIDY CONTRACTS 


We have 1,231 voyages, which is the minimum plus, I believe, you 
estimated 200, but you will furnish us the exact number of additiona! 
allowed and ratified voyages plus some reasonable figure within whic: 
the Maritime Board can add voyages found essential in this period of 
emergency, plus 307. 

That would be the real minimum that the Maritime Board could 
effectively function under, would it not? 

Admiral Cocurane. The 307 is more than we need for prospective 
new applications, but, of course, having a margin there is better 
for us than having a severely restrictive limitation. 

Senator Corpon. How many do you think you actually need, from 
your best judgment? 

Admiral Cocurane. About 250. 

Chairman McKe.uiar. How much would the subsidy be? 

Admiral Cocurane. The subsidy per voyage varies quite widely. 
One of these routes, for example, is one in the Atlantic-Caribbean 
service, which is a fairly short run. There are a good many voyages 
involved in it, but the cost per voyage is low. 

Senator SALTONSTALL. Is it not true, Admiral, to answer the 
chairman’s question briefly at the present time, with the present 
rates and present emergency the subsidies are costing the Government 
very little? 


ACCOUNTING FOR COSTS OF SHIPS SUBSIDY 


Chairman McKetiar. Could you give us the amount that it 
cost the Government? 

Senator Corpon. Mr. Chairman, if I may suggest, the amount 
cannot be given until there is a final accounting. It is like a subsidy 
to agriculture. 

Chairman McKetiar. Give us the best estimate you can. 

Admiral CocuraNne. These voyages are not costing us on the aver- 
age a great deal. On the other hand, when we get the big express 
lines liner United States, in service, she will be fairly expensive. 

Senator SALTONSTALL. To answer the chairman’s question, Admiral, 
you are now figuring out, as Senator Cordon has said, for final account- 
ing the subsidies for the voyages in 1949, are you not? 

Admiral Cocurane. Yes. é, 

Senator SatronsTaLL. Have you accounted for the voyages 11 
1950? 

Admiral Cocuraneg. The final rates have not been set on the 1950 


voyages, 
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Senator SALTonsTaALL. So that for 1951, and under this bill that 
we are now considering, you probably cannot give the exact amount 
until probably 1953 or 1954? 

Admiral Cocurane. We are getting current with our work in this 
regard, Senator, so we hope by 1952 to have the final accounting. 

Chairman McKe tar. I suggest that you put in the estimated 
figure as to what it will cost the Government. 

Admiral Cocnurane. We can put in an approximate figure, Mr. 
Chairman. 

Senator Ecron. For how long are the contracts made? 

Admiral Cocurane. The original contract in almost every case 
was for 10 years, which was the period over which the expenses and 
profits were averaged. If the voyages were profitable, then we 
recovered up to the amount of subsidy that has been paid these 
companies. They are allowed to pick up and retain as profit 10 
percent of their capital necessarily involved and from then on one-half 
of the excess profit is debited against the subsidy accrual, so that in 
some cases we retain up to as much as 95 percent of the subsidies that 
have accrued, if the voyages have been profitable. 


DETERMINATION OF SUBSIDY PAYMENT 


Of course, the subsidy that is paid is only the established difference 
in cost between, first, the wages of the crew; second, the cost of 
maintenance and repairs; third, the cost of insurance, and fourth, 
the cost of subsistence of the crew. For instance in the case of wages 
the subsidy which accrues is the difference between American man- 
ning standards and wages, and the manning standards and wages of 
the crew that would be in that ship were she manned by foreigners 
in the competitive trade in which the ship operates. 

Senator Corpon. As a matter of fact, that is what you guaranteed. 
If they make that, you pay them nothing. 

Admiral Cocurane. If they make that in excess profits, then we 
do not pay them. 

Chairman McKexiar. Will you put in the figures for 1949 so 
that we have something, and the estimates for 1950 and 1951? 

Admiral Cocurane. Yes, sir; I can furnish them. 

(The information requested is as follows:) 


Average net subsidy cost per voyage 





Average Average 
gross gross 
subsidy subsidy 
earned payable 





| 
} 
Fiscal year 1049.............. itil cna a ic Shc cea ttsretle  ghaaiss herscpiadl mite Ans | $35, 913 $22, 004 


Pe ON Mg at edie vad eke bho bead dd elu lke a wecgentnnlnd ba cdeinenveschast 39, 948 28, 783 
FOE Sa hicctanteneheeiny ick dake ae < anid te ooiie detedcusacdnédatie ded <tick 


43, 675 32, 295 





The figures for 1949, based on operators’ financial statements, are subject to 
final audit; the figures for 1950 and 1951 are estimates. 

In the event that additional voyages over the minimum are performed by com- 
panies which realize good profits, the amounts subject to recapture may increase 
so Sstbstantially that the net subsidies payable per voyage will be considerably 
below the net average for all operators. 
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ADDITIONAL VOYAGES 





Senator Corvon. Could you give us an estimate of the leeway you 
need to take care of single essential voyages, or additional voyages 
that you may find within the fiscal year may be necessary in the 
nterest of the United States? 

If we put in the 307 and we find, as you think we will, that probably 
the new applications would not amount to over 250 in number, would 
the difference between 307 and 250 be adequate for additional voyages 
needed of ships under contract? 

Admiral Cocurane. I used that figure of 250 because the fiscal 
year is now progressing. We could not get those contracts placed 
immediately; and, of course, they would not be retroactive. 

Senator Corpvon. Would the difference between 307 and 250 be 
adequate for any additional voyages needed of ships under contract? 

Admiral Cocurane. I am not sure I understood that figure, sir. 
You are saying if we have 1,522 and took the difference between? 

Senator Corpon. Where did you get the 1,522? 

Admiral Cocurane. That is what is in the appropriation act as it 
was passed. Within that, 307 were reserved for new operators who 
never had had a contract. 

At the moment, we have applications from only three, namely, 
Pacific Far East Lines, Pacific Transport Lines, and South Atlantic 
Steamship Co., who meet that specification. They would require a 
minimum of some 101, and a maximum of 123. 

Senator Corvon. The thing I am trying to get at is that I want to 
liberalize the restriction so as to permit the Maritime Board to have 
discretion in ratifying a reasonable number of additional voyages 
because of peculiar emergent conditions that may arise that cannot 
now be foreseen. 

Chairman McKetuar. To make it unlimited. 

Senator Corpvon. That is right. 

Admiral Cocurane. If we had the sort of figures that have been 
set down here, a minimum of 1,231—200 for margin for subsidized 
operators, and 250 for non-subsidized operators—I am sure that we 
would come out all nght. 

Senator Corpon. Part of that 200 is already a legal obligation; is 
it not? 

Admiral Cocurane. Yes, sir. I cannot tell you how many there 
are. 

Senator Corpon. Can you furnish that? 

Admiral Cocurane. We can furnish it; yes, sir. 

Chairman McKet.iar. Will you please furnish it for the record. 

(See p. 879.) 

Senator Corpon. Then the 200 less the number for which you are 
now obligated would be the number that we might set out as the extra 
voyages which the Maritime Board might ratify during the current 
year? 

Admiral CocuraNne. During the current year. 

As a matter of fact, the 200 voyages would cover the whole year 
because we have to schedule regular sailings throughout the year. 

Senator Corpon. If we can get those figures, it will be of aid to 
the committee. 
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STEAMSHIPS ‘‘MARIPOSA”’ AND “‘“MONTEREY”’ 


Senator SarronstaLy. Mr. Chairman, I may have to go before the 
answers are all in; so, I would like to ask Admiral Cochrane two ques- 
tions which I would appreciate if he would answer for the record. 
| My first question was brought to me by former Senator Cooper and 
others who are the legal representatives of the Oceanic Steamship Co. 
They say to me—and I have brought this question up to you a number 
of times—that the Navy has the funds to take over the steamships 
Mariposa and Monterey of the Oceanic Steamship Co. if you, as Chair- 
man of the Board, will certify that they can take them over 

Their argument is that the company is losing money on them in 
their present condition, substantial money every year, and they want 
to break them up for junk if the Government does not want to buy 
them. 

Apparently the question comes up whether you will certify them to 
the Navy. According to them, the Navy has the funds to buy them. 
That is my first question. 

The other question concerns the State maritime schools that are 
operated by California, Maine, Massachusetts, and New York. 

Now, the conference committee cut down the maintenance repairs 
of vessels from $255,000 to $153,000. I am informed that the Coast 
Guard service is liable not to certify these vessels if the repairs are not 
made on them and they cannot be repaired properly for the amount 
allowed. 

In addition to the State maritime schools, we cut out the pay of the 
trainee of $65, and there is considerable agitation on that subject. 

Would you be willing to answer, first, the Mariposa and Monterey 
question? and, if I am not able to be here, I would appreciate the 
answer to the other questions: the repair of these four vessels and the 
pay of the trainees. 

I thank you, Mr. Chairman, for the opportunity to ask those ques- 
tions. 

Admiral Cocurane. Senator, I think I can answer both of those 
fairly quickly. 

STATUS OF CONVERSION PLANS 


As regards the Mariposa and Monterey, the Navy indicated about 
a year ago that they believed those ships should be taken and con- 
verted into troop transports, but offered no funds for the conversion. 
They did make an allotment to us of $200,000 to prepare plans for 
the conversion, and that work is now proceeding. 

We asked them, of course, to provide us with conversion funds so 
that we would be clearly substantiated if we decided to buy the ships. 

We, as a matter of fact, have had appraisals made of the ships so 
as to be in a position to negotiate the purchase. 

It is true that the company is losing money through the mainte- 
nance of the ships. They are required to pay wharfage for them; they 
are required to carry insurance; they are required to carry a certain 
husbanding force to look out for them. 

Of course, the reason these ships are in the present situation is due 
to the fact that the company accepted a contract with the Maritime 
Commission to refit them after the war. The work proved to be 
more costly than was estimated and could not be completed. We 
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have been concerned as to our position to buy the ships and assum- 
ing these maintenance and supervisory costs unless the ships are 
actually going to be converted. 

We had quite a lot of data and were in a position, we thought, 
to take action, when we got a letter from the Navy which suggeste« 
we purchase the ships and convert them for maritime operations if 
we wanted to or care for their maintenance in the Reserve Fleet. Un- 
less the ships were to be actually converted to troop ships that seem- 
ed to be a questionable expenditure of funds on our part. 

Senator Satronstaty. The Navy is not ready now to buy the 
ships from the company? 

Admiral CocuraNne. Maritime normally would pay for the acquisi- 
tion. That has been the principle, and our funds would permit that. 
Unless they are actually going to be converted to troop ships there 
is not much justification for buying the hulls as they now stand. 

Senator SaLtTonsTaLL. Does the Navy want you to convert them? 

Admiral Cocurane. They indicated that 12 months ago, but in 
the past few months they have stated they did not want to proceed 
with that job at once. 


DISCUSSION ON DISPOSITION OF SHIPS 


Senator Corpon. I should like to read into the record two letters 
with reference to that matter. In connection with it, it seems to me, 
somewhere along the road there ought to be finality to the disposition 
of those two ships. If the Government is going to take them over, 
they ought to take them. If they are not going to take them, they 
ought to absolutely release them, so there is no question about it. 
On the 17th of August of this year, this letter was addressed to Admiral 
Cochrane: ! 

Dear ApmMrirAL CocuraNne: Receipt is acknowledged of the Acting Adminis- 
trator’s letter dated August 7, 1950, requesting recommendations by the Depart- 
ment of the Navy concerning the purchase of the steamships Mariposa and/or 
Monterey from the Oceanic Steamship Co. by the Government, and their dis- 
position thereafter. 

In view of the present situation, the Department of the Navy recommends 
that the Maritime Commission purchase both the steamship Mariposa and the 
steamship Monterey from the Oceanic Steamship Co. and take the necessary steps 
to complete them as troop transports. 

Sincerely yours, 
Joun T. Koerner, 
Assistant Secretary of the Navy. 


That is under date of the 17th of August 1950. That was a direction 
to purchase and convert. 

The Maritime Administration did nothing, pursuant to that direc- 
tion, so far as purchasing or otherwise acquiring the two ships. 

Admiral Cocurane. Of course, there, Senator, the second part is 
that the budget has ruled that the conversion of these ships should 
be a charge to the Department of Defense appropriation, so that we 
cannot take them and convert them to troopships. We can take them 
and assume the cost of maintenance, that unless there is, in fact, going 
to be a conversion of the ships, we were not too clear as to just what 
justification we had for assuming this burden which actually, of 
course, is the one the present owners are involved in. 
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Senator Corpon. The fact is that, due to some question of who 
furnishes the money, no action was taken to acquire them? 
Admiral Cocurane. So far, sir. 


“MONTEREY” AND “MARIPOSA”? NOT NEEDED AS TROOPSHIPS 


Senator Corpon. Then on the 27th of June of this year, this letter 
was addressed to Admiral Cochrane. It is marked, ‘Confidential.’ 
It was sent to me at my request. There is no request in the letter 
of transmittal that it remain confidential, so I assume it is no longer 
restricted in any way. 

DEPARTMENT OF THE Navy, 
OFFICE OF THE SECRETARY, 
Washington, June 27, 1951. 

My Dear Apmrrat Cocurane: On August 17, 1950, the Navy Department 
recommended that the Maritime Administration purchase both the 8. 8. Mariposa 
and the 8. 8. Monterey from the Oceanic Steamship Co., and take the necessary 
steps to complete them as troop transports. The Navy Department has sub- 
sequently provided $200,000 for the preparation of contract plans and speci- 
fications for those conversions. 

It is understood that the Maritime Administration has the authority and the 
funds to purchase these vessels from the owner. 

The urgent need for the early completion and operation of these vessels as troop 
ships no longer exists. However, the troop list capacity of these ships will be 
required on full mobilization. It would, therefore, be necessary to complete 
their conversion and place them in operation in place of some of the presently 
active but slower troop ships. However, because of budgetary limitations, the 
Navy Department does not consider that the present need for these ships justifies 
the expenditure of the necessary funds for their conversion in the immediate future. 

As an alternative to premobilization conversion, the Navy Department suggests 
that the ships be purchased by the Maritime Administration and placed in a 
suitable condition of preservation, or be operated as desired by the Maritime 
Administration. The ships will then be available on full mobilization or when 
needed for conversion and operation as troop ships. 

Your early comments on this proposal, with particular reference to its feasi- 
bility and its probable cost to the Navy Department, are requested. 

Sincerely yours, 
Joun F. Fiopera, 
Assistant Secretary of the Navy for Air, 


That is dated the 27th of June, 1951. I am advised by Mr. Koehler 
in the letter of transmittal of September 12, 1951, that these letters, 
to the best of his knowledge, are all the communications addressed to 
the Maritime Administration by the Department: of the Navy. 

Chairman McKe tuar. Has there been any reply to that? 

Senator Corpon. I am just going to ask the Admiral whether there 
has been any comment by the Maritime Administration to the Navy 
with respect to this letter of the 27th of June, 1951. 


TROOP SHIPS 


Admiral Cocuransn. I am not sure that a formal answer has been 
made to that. Of course, the result of that was to place us in a posi- 
tion of having to prepare plans for the conversion of these ships for 
maritime operation, should we propose to do it, and we did not see 
how to justify the preparation of the vessels for our operation. At 
the moment we have three ships which have been in commercial 
operation which the steamship-operating companies are turning back 
to us, one the General Gordon on the west coast, which we have held 
at, our expense in readiness, should she be required to move additional 
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troops to Korea; the Washington, in the Atlantic, which has been 
operating for 4 or 5 years, which the United States Lines wants to 
turn back; and the LaGuardia, regarding which we have gotten notice 
from her operators, the American Export Lines, that they want to 
turn her back. 

Senator SatronsTaLu. The answer is that under the present 
situation the Navy does not want to spend the funds for immediate 
convertability? 

Admiral Cocuraneg. That is correct, sir. 

Senator Satronstatu. The Maritime Administration has no use, 
as it sees, for convertibility at the present time, and therefore, unless 
the company which is carrying these ships at a loss can get a certificate 
of release from the Maritime Administration, or unless the Maritime 
Administration takes them over, it has to continue the loss. There- 
fore, why should not the Maritime Administration, under the present 
circumstances, release these ships, and let the company do with them 
what they want? 


QUESTION OF SCRAPPING VESSELS 


Admiral Cocurane. I think that is the correct position. The 
company has placed this plan before us. 

Now that the company has asked us whether we will permit them 
to sell the ships to foreigners, which we do not approve. The next 
question is: Should we permit them to scrap them. So far as I am 
concerned, I think the Government should take them. The question 
that has bothered us is the position that we take in effect in unburden- 
ing this company. 

Senator Corvon. That is a legal question that the courts can deter- 
mine. 

Admiral Cocurane. I think we should do it, but there has been 
concern in my staff as to whether we should make that move. 

Senator SALTONSTALL. It does seem to me it is a question of put-up 
or shut-up, because the company is carrying, as I am told, a million- 
dollar or more loss every year, awaiting a decision from the Govern- 
ment, and the Government is sort of bickering between Departments. 
Now that the bickering is pretty well over, and your decision is pretty 
clear, that you have three passenger ships on your hands, why should 
you not release these two ships? 

Admiral Cocurane. They would get only a nominal sum, perhaps 
$700,000 or $800,000 for scrapping them. 


BACKGROUND OF ““MONTEREY’’ AND ‘‘MARIPOSA”’ 


Chairman McKe.uiar. What did they pay the Government for the 
ships? 

Admiral Cocurane. They were built by the company originally 
and were taken over at the beginning of the war and converted to 
transports. At the close of the war a contract was entered into 
between the owning company and the Government for settlement on 
rehabilitation of the ships, but this was complicated by a good many 
alterations in the ships. The contract provided that payment should 
be made by the Government in instalments on percentage completion 
of the work. The cost proved to be far higher than was estimated and 
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provided in the contract. The company found itself embarrassed 
and instead of being able to complete the refitting of these vessels, was 
only able to do two-thirds the work on one and a third of the work on 
the second ship. 

Chairman McKe iar. Has there been any change in the situation, 
the Government is now improving or finishing them at a cheaper rate 
than they could before? 

Admiral Cocurang. The ships are now 18 years old, and the 
proposal is that they should not be refitted as first-class passenger 
vessels, which was the original plan. The proposal is that we take 
them and convert them over into austerity troop ships, available to 
move large numbers of troops under war conditions. The fittings 
would be even more severe than we would normally set up for peace- 
time transport of troops. The matter has fallen into discussion 
between the Department of the Navy and the Maritime Administra- 
tion as to what should be done, and this letter that Senator Cordon 
just read, of June 27, 1951, indicated that the Navy was not now in a 
hurry about it. Of course, we had no way of getting any benefit out 
of it. We were simply assuming a burden on our appropriations, after 
the ships left the owners’ hands. I personally believe we owe the 
company something, but that it is a moral obligation, rather than a 
legal one. 

Senator Corpon. Assuming you do not owe them; make the 
worst set of assumptions you can possibly make against the company, 
the fact still remains that they are losing money at this time, keeping 
a couple of partially finished vessels in status quo. The Government 
of the United States will not take them. The Administrator of the 
Maritime Administration believes it should take them but does not 
take them. The Navy says it has the Korean situation under control 
and it does not need them now for transports, but it would like to 
have them some time if there is full mobilization, but is unwilling to 
get them and pay them. Now, under those circumstances, the com- 
pany ought to have the right to dispose of them anywhere that it has a 
market. If the Government of the United States is not interested, 
all right; that ends that. If there is any foreign purchaser that will 
take what the Government of the United States will not take and it 
will minimize the damage to the owner, then they should be permitted 
to do that. 

If they cannot find that sale, then they should be permitted to 
take an acetylene welding torch and cut them up for scrap. We 
should get something out of them in place of letting them stay there 
and slowly disintegrate with time while the company goes broke 
getting nothing for additional dollars in expense. 

Admiral Cocurane. | think that summarizes the situation very 
well, 

Senator Corpon. Now, what are you going to do? 


PURCHASE OF VESSELS 


Admiral Cocurane. We are setting the record straight with one 
more move, namely, a decision that they should not be permitted to 
scrap the ships. Then that settles the business, and we have to buy 
them. 
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Senator SALTONSTALL. Do you not agree that it is put up or shut 
up in the near future? 

Admiral Cocurane. That is the situation. It is just coming to 
a head now. 

Senator Sauronsta.u. I have great respect for Admiral Cochrane's 
ability to make a decision, and I think if he is given an opportunity 
in the present job he has the courage to make the decision. 

Admiral Cocurang. We had to get the record straight so that it 
was clear that we were doing it on proper justification. 

Senator Corpon. Then you are going to decide—either are going 
to take them or release them, so that they will not be a total loss and 
go back to rust? 

Admiral Cocurang. They are a continuing drain as they now stand; 
there is not only a loss of money but also of available tonnage. 

Chairman McKe.iar. What would it take in money? 

Admiral Cocnrane. $4,000,000 or $5,000,000 total. That is a 
snap figure. I would like to check that again. 

(Upon checking these figures I would say that they represent a 
reasonably fair estimate; however, since they are subject to appraisal! 
and negotiation, the final determined figures may vary somewhat 
from present estimates.) 

Senator Corpon. That is, taking the unfinished ships? 

Admiral Cocuraneg. Yes; the present value. 

Senator SAuTonsTaLu. It would cost nearly $20,000,000 for the 
whole thing. 

Admiral Cocurane. To refit them it would cost roughly $20,- 
000,000. To answer your question, Senator, about the schools, it is 
true that they have, California and Massachusetts both, have former 
naval vessels, loaned to them, which are not now equipped with life- 
boats, for example, such as the Coast Guard requires. The money 
we now have available will not provide for essential repairs and the 
refitting needed. It is quite a serious question as to whether they 
should be sent to sea without this work. 

Senator SatronsTaLL. Would you be willing to furnish for the 
record the amount of money required in addition to what you have? 

(The information referred to is as follows:) 


Repairs TO TRAINING Surps aT Four State Marine ScHOOoLs 


With the reduced appropriation available for the repair of State marine schools 
training ships, the program for the majntenance and repair of the four ships will 
have to be drastically curtailed. 

With the $153,000 made available out of the estimate of $255,000, the following 
repairs would be undertaken: 

1. Safety devices, $72,250: The training ships were built for the United States 
Navy during World War II and are not equipped with the number of lifeboats, 
davits, and similar safety devices required for approval by the United States 
Coast Guard for passenger ships. 

2. Propulsion machinery repairs: $54,221 would be the most essential item 
after safety devices. 

3. Drydocking and hull repairs: $26,529 would be expended with the remaining 
funds available. 

Essential repairs that would have to be deferred are as follows: 


hip ak se igtcte gd ds ide ebb ighb> Rb nme tee Lahn akon oanie $29, 809 
2. Superstructure repairs ------------- Pek eater tic’ Sabie ae eEetn 35, 525 
D. Pa reno MemEN Se es kk 2S oe eu ee hu ee Rb fees 7, 000 
rh hs re cit te ae 12, 455 
Gr INS So oto tecanavenndwaneun ss wie sadoaedinmasupiaten 17, 211 


Ca a ee 102, 000 
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While the funds available will permit equipping the ships with the necessary 
lifeboats, davits, and other safety devices to meet United States Coast Guard 
requirements, the necessary deferment of other essential repairs raises seriously 
the question as to the readiness of the ships for sea duty. Experience shows that 
delays in making repairs to navigation devices, electrical equipment, and super- 
structure cause increase in costs when the repairs are eventually made. 

Additional funds, in the amount of $102,000, if granted, should be provided 
for in the appropriation, ‘‘State marine schools,” fiscal year 1952. 

Admiral Cocurane. Yes, sir. Of course, the other decision, to 
make a difference in allowances between the cadets at Kings Point 
and those at the four State schools is quite disturbing. The Kings 
Point cadets are getting $65 a month and the boys at the State 
schools are not. They get a yearly allowance of $200 for books and 
uniforms. We feel that is quite unfair. 

Senator SatronsTaLuL. You believe those boys should get that so 
long as the State schools are maintained? 

Admiral Cocurane. They ought to get the same treatment. 

(Additional information is as follows:) 

The amount required to pay 710 cadets in the 4 State marine schools at the 
rate of $65 per month is $553,800. This sum, less the $200 per cadet allowance 
for uniforms, already provided in the appropriation, or $142,000, will leave 
$411,800 as the additional amount required for this purpose in the fiscal year 
1952. This $411,800 plus $102,000 for repair of training ships makes a total of 
$513,800 as the additional amount to be provided in the appropriation ‘‘State 
marine schools.” 

Senator Corpon. Have you gotten to the main matter that brought 
you here, Admiral? 

Admiral Cocurane. Yes, sir. 

Chairman McKetuar. Is there anything else you wish to submit 
to the committee? 

Admiral Cocurane. No, sir. 

Chairman McKeguuar. We are very much obliged to you. 

Admiral Cocuraner. Thank you, Mr. Chairman. 

Chairman McKe.uiar. Senator Maybank is very much interested 
in the maritime activity, and especially this increase in the number of 
voyages. He would have been present today except for the fact that 
he has a committee meeting of his own which he has to attend. 


DerrensE Propuction AcTIVITIES 


OFFICE OF TRANSPORTATION 


STATEMENTS OF DELOS RENTZEL, UNDER SECRETARY FOR TRANS- 
PORTATION; PHILLIP HOLLAR, DEPUTY UNDER SECRETARY 
FOR TRANSPORTATION; AND OSCAR H. NIELSON, BUDGET 
EXAMINER (OFFICE OF THE SECRETARY) 


1952 BUDGET ESTIMATES 


Chairman McKe.uar. All right, Mr. Rentzel, you may proceed. 

Mr. Renrzev. Mr. Chairman, | am appearing here in regard to 
the requested amount of $150,000 for mobilization activities of the 
Office of Transportation. 

| have here a letter from Mr. Sawyer, the Secretary of Commerce, 
which I would like to make available for the record. 
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Chairman McKetxiar. Without objection, it will be placed in the 
record. 

Mr. Renrzev, This covers the civil aviation mobilization aspects 
of the Office of Transportation. 

Chairman McKe txar. There is a memorandum that goes with it 
Do you want that to be placed in the record? 

Mr. Renrzeu. Yes, sir; this covers that. 

Chairman McKe tuar. Let it all go in the record. 

(The documents referred to are as follows: ) 


THE SECRETARY OF COMMERCE, 
Washington, August 31, 1951. 
Hon. Kenneta McKet.ar, 
Chairman, Committee on Appropriations, 
United States Senate, Washington, D. C. 


My Dear Senator McKeE tar: I would like to take this opportunity to supple- 
ment my letter of August 27, 1951, and statements transmitted therewith, relative 
to H. R. 5215, the Supplemental Appropriation Act, 1952, and report H. R. 890 
which accompanied it. 

The attached statements are transmitted to more fully present the responsibili- 
ties of the Department of Commerce, particularly the Under Secretary for Trans- 
portation, in civil aviation mobilization. These responsibilities are assigned by 
Executive Order No. 10219, dated February 28, 1951. 

Unless funds are provided for this activity, it is doubtful whether complete 
planning for mobilization of civil aviation resources could be accomplished. 

Representatives of the Department will be available to furnish such additional 
information as may be required by your committee with respect to this phase of 
the transportation program, as well as the other items referred to in my letter of 
August 27. 

Sincerely yours, 
CHARLES SAWYER, 
Secretary of Commerce. 


Executive Orper No. 10219, Part I[I—Arr TRANSPORTATION 


See. 301. The Secretary of Commerce shall in utilizing the funetions vested in 
him by law, including those under the Defense Production Act of 1950— 

(a) Assemble and analyze data cn the requirements of civil air transporta- 
tion and of the Department of Defense for aircraft of the types used by civil 
air carriers. 

(b) Formulate such plans and programs, and initiate such actions, as may 
be desirable to meet the requirements for civil air transportation and for the 
types of aircraft used by civil air carriers, including plans and programs for 
(1) the transfer of assignment of aircraft from civil air carriers to the De- 
partment of Defense, when required to meet needs of the Armed Forces 
approved by the Director of Defense Mobilization, and (2) such redistribution 
9s may be necessary of the remaining aircraft among civil air carriers to assure 
the maintenance of essential civil routes and services. 

(c) Allocate aircraft of the types used by civil air carriers as required to 
meet the needs of the Armed Forces and to maintain essential civil routes and 
services. 

(d) As necessary, schedule the movement of traffic and administer priorities 
for the transportation of passengers, cargo, and mail by civil air carriers, 
subject to such policies and orders as the Defense Production Administrator 
may prescribe. 

(e) Act as claimant for materials and manpower for the construction, 
operation, maintenance, and repair of civil air transportation systems and 
facilities. 

(f) Establish such agency or agencies within the Department of Commerce, 
and utilize the services of the Civil Aeronautics Board and of such other 
Federal, State, and local agencies, as he deems desirable in the performance 
of his functions. 
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Civit AviaTION MOBILIZATION 


The Office of the Under Secretary for Transportation should vigorously pursue 
the mobilization of all civil aviation resources in the following areas: 

1. Continue to carry on the responsibility of implementation and constant 
revision of all NSRB air transport mobilization survey task group reports 
affecting nonearrier civil aviation. 

2. Continue to maintain effective liaison and working contact with the 
Department of Defense and other Federal and State agencies, trade asso- 
ciations, and all others involved so that uniform and intelligent policies will 
be established in order to guarantee preservation and maximum utilization 
of civil aviation resources. 

38. Continue to prepare recommendations through official channels of this 
office for definite courses of action to be pursued on all matters pertaining 
to nonairline civil aviation mobilization. 

The reason for a small group of key people working on the mobilization of 
civil aviation in the event of all-out war, is contained in part III, Air Transpor- 
tation, section 301 of Executive Order No. 10219, dated February 28, 1951. 

The Department of Defense is working on plans that involve the use of the 
aircraft facilities and services of the scheduled commercial air transportation in- 
dustry. It is urgent that the Department of Commerce continue to participate 
in such planning in order that these services, facilities, and equipment may be 
integrated into the military with minimum disruption of commercial operations. 
They must be potentially ‘in being,” ready for use, with sound and progressive 
plans for their employment. Likewise, the availability of nonairline civil avia- 
tion resources to meet defense requirements depends on the implementation of 
plans and policies prior to M-day. This broad field contains a considerable part 
of our airpower potential and must be utilized to the maximum in the best interests 
of our Nation. 

The initial work was begun by highly qualified men on a WOC basis assisted 
by a few on a temporary consulting basis. Maximum use has been, and will be 
made of data and aid from already established Federal agencies, such as the CAA 
and CAB. A minimum number of positions are requested to carry on the planning 
work already started and to permit the formation of a nucleus of key personnel 
for expansion in event of a sudden national emergency. 

No positions or funds are being requested in connection with airports and air- 
ways operations since this work can be continued by CAA in addition to its other 
duties. 

The small unit needed to insure the most effective utilization of all civil aviation 
resources and facilities to meet the needs of national defense and of domestic and 
foreign commerce is justified. The value of civil aviation resources that can be 
put behind the war effort must be expressed in billions of dollars. 

No existing agency of the Federal Government has the over-all responsibility 
for these functions. Unless an appropriation is made for such activities, involving 
the services of a few key people, it is doubtful whether complete planning would 
be available for immediate utilization in the event of a sudden crucial change in 
our international relations with aggressor-minded nations. 


PERSONNEL 


Mr. Renrzeu. The activity for which we are requesting the addi- 
tional $150,000 on mobilization matters, Mr. Chairman, covers the 
Office of Transportation activities and concerns itself with 14 positions. 

The principal and largest mobilization function in the Office of 
Transportation activities, is civil aviation mobilization. 

The Secretary of Commerce has the sole responsibility in the field 
of civil aviation for the mobilization of this function and these respon- 
sibilities are similar to those of the Maritime Administration for 
shipping and to the Defense Transport Administration of the Inter- 
state Commerce Commission for surface transportation. 

The activity is smaller, and we are only requesting here a limited 
number of people for this purpose, a total of 14 for the entire office, of 
which the bulk will be for civil air, and is the only activity of the 
Government on this particular scale. 
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HOUSE ACTION 


I think the House, in disallowing this amount, Mr. Chairman, di 
not get the full significance of the Secretary’s responsibility wit), 
regard to civil aviation. 

Chairman McKetuar. Did he or you go before the House com- 
mittee? 

Mr. Renrzev. No, sir; I did not. I was not in the Office of the 
Secretary at that time. 

Chairman McKetuar. Did anyone go? 

Mr. Renrzeu. Yes; there was a presentation made, Mr. Chairman, 
and it was felt—at least the House so said, that they did not consider 
the services were a defense effort. 

Chairman McKettar. You had better present that question to the 
committee, giving your views as to that. 


EXECUTIVE ORDER ON DEFENSE ACTIVITIES 


Mr. Renrzeu. Yes, sir. Well, this function, if I may read it into 
the record from the presentation of the Secretary, is as follows: 


EXxEcuTIVE ORDER No. 10219 
PART III. AIR TRANSPORTATION 


Sec. 301. The Secretary of Commerce shall, in utilizing the functions vested 
in him by law, including those under the Defense Production Act of 1950: 

(a) Assemble and analyze the data on the requirements of civil air transpor- 
tation and of the Department of Defense for aircraft of the types used by civil 
air carriers. 

(b) Formulate such plans and programs, and initiate such actions, as may be 
desirable to meet the requirements for civil air transportation and for the types 
of aircraft used by civil air carriers, including plans and programs for (1) the 
transfer or assignment of aircraft from civil air carriers to the Department of 
Defense, when required to meet needs of the Armed Forces approved by the 
Director of Defense Mobilization; and (2) such redistribution as may be neces 
sary of the remaining aircraft among civil air carriers, to assure the maintenance 
of essential civil routes and services. 

(c) Allocate aircraft of the types used by civil air carriers, as required, to meet 
the needs of the Armed Forces and to maintain essential civil routes and services 

(d) As necessary, schedule the movement of traffic and administer priorities 
for the transportation of passenger cargo and mail by civil air carriers, subject to 
such policies and orders as the Defense Production Administration may deserib« 

(e) Act as claimants for materials and manpower for the construction, opera 
tion, maintenance and repair of civil air transportation systems and facilities. 

(f) Establish such agency or agencies within the Department of Commerce, 
and utilize the services of the Civil Aeronautics Board and of such other Federal, 
State, and local agencies as he deems desirable in the performance of his functions. 


This covers the civil aviation mobilization responsibility of the 
Secretary, Mr. Chairman, and is a function which, as I say is similar 
to that performed by the Defense Transport Administration and 
by the National Shipping Authority in their respective fields. 

I feel that is a modest amount requested here, of $150,000 for not 
only these functions, but the additional organization responsibility 
of the Under Secretary of Commerce for Transportation, which | 
would like to refer to if I may, sir. 

Chairman McKe iar. You may. 





] 
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FUNCTIONS 


Mr. Renrzev. The additional responsibilities, on which the Office 
of Transportation from a mobilization point of view will assist the 
Under Secretary of Commerce for Transportation cover: 

(1) The chairmanship of the Defense Transportation and Storage Committee 
of the Office of Defense Mobilization. 

This is the function which the Under Secretary has for the entire 
field of transportation mobilizationwise. 

(2) Member of the top level Requirements Committce of the Defense Pro- 
duction Administration. 
and that is as a representative of the transportation industry as a 
whole, for materials requirements, as well as for estimates of the total 
transportation needs of the Nation in regard to our defense production 
program. 

(3) Member of the Program Adjustment Committee of the Defense Production 
Administration. 
this has to do with the hardships involved in material shortage and 
relates to the top Requirements Committee. 

(4) As a member of the Defense Transportation Administration Interagency 
Committee in the coordination of the requirements of transportation agencies. 
these responsibilities are all vested in the Under Secretary and the 
Office of Transportation will be required to furnish the necessary 
data and support for the claimant responsibilities, and the transpor- 
tation system as a whole, in so far as mobilization is concerned. 

Now, the entire amount of $150,000 will be divided between all 
these functions in the Office of Transportation and amounts to a 
total of 14 additional people for the mobilization effort. 

Chairman McKetiar. Did you make application for these 14 
additional before the House? 

Mr. Renrzeu. Yes, sir, we did. We made application for them, 
of course, considerably earlier. The work has been a little more 
organized since that time, but the same application was made to the 
House. 

As I say, I did not appear personally, but I feel that the mobiliza- 
tion aspects of this particular job were not understood by the House. 

If the job is to be done, we must have some people particularly for 
this civil air function, and also for this transportation requirement. 


DEFENSE TRANSPORTATION REQUIREMENTS 


Senator Corpon. What do you mean by transportation require- 
ments? 

Mr. Renrzex. The transportation requirements of the Nation for 
particular production, for defense production. 

Senator Corpon. You mean the staff necessary to act as claimant 
for scarce materials? 

Mr. Rentrzev. To act as coordinator for claimants for scarce 
materials for transportation, but also to analyze and to project the 
transportation needs of the production effort. We do that under the 
Defense Production Administration. We have to accumulate the 
data necessary to try to get an estimate of the transportation needs. 
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It is something which we have not had. We are trying to predict 
it on the basis of information which we can procure against programs 
necessary for transportation units as a whole. 

Senator Corvon. What is the title? 

Mr. Renrzev. Defense Transportation Administration. 

Senator Corpvon. Why should not all be that? 

Mr. Renrzev. That only covers surface transportation aspects. 

Senator CorDon. Defense transportation is defense transportation, 
whether it is in the air, on the ground or, if you had a tube, under- 
ground. It is defense transportation, period. 

Mr. Renvrzeu. Senator, this is a function of the Commissioner in 
charge of the Bureau of Service of the Interstate Commerce Com- 
mission, who created the Defense Transportation Administration to 
cover the mobilization aspects. 

The National Shipping Authority has a similar responsibility for 
ocean shipping. The Secretary of Commerce also has the responsibility 
for air, which is not vested in any other agency. It is this combination 
of things that needs to be done in our Office of Transportation. 

Senator Corpon. Is this a new office? 

Mr. RentrzEu. Yes, sir. 

Senator Corpon. You got along fairly well without it before. 

Mr. Renvzeu. It is a new office in the sense that it was formed 
approximately a year ago under the Reorganization Plan No. 21 
which moved the Maritime Administration into the Commerce De- 
partment and established this job of Under Secretary of Commerce 
for Transportation. 

Senator Corpon. It is not one of the mushroom defense agencies? 

Mr. Rentzeu. No, sir; it is not. 


NATIONAL TRANSPORTATION PROGRAM 


Senator Corpon. It is intended to be a permanent division of the 
Department of Commerce? 

Mr. Rentzex. Exactly, and its primary purpose is to develop 
national policy on transportation as a whole. It is not involved in 
the regulatory aspects. It is a small office, not involved in the 
regulatory function vested in other commissions, but it is aimed at 
an attempt to get a coordination of the over-all transportation system. 

Senator Corpon. Was that ever done prior to a year ago? 

Mr. Rentzeu. No, sir. 

Senator Corpon. You did a pretty fair job for 160 years without 
it, and particularly the last ten or fifteen we went through World 
War II. 

Mr. Rentzex. Well, Mr. Wilson also has defense responsibilities 
for transportation, as well as everything else. As I tried to point 
out, the Office of Transportation, so far as the mobilization of trans- 
portation aspect goes, is to support the Under Secretary in his 
position as Chairman of that ODM Committee in trying to get a 
coordination of transportation activities. 

Senator Corpon. Those words, “the development of policy” sort 
of leave me cold. We are forever coordinating and formulating 
policy. 

Mr. Renrzev.. The Congress did establish this job for that purpose, 

Senator Corpon. When did the Congress establish the job? 
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Mr. Renrzeu. Established it in May in Reorganization Plan 21, 
and Reorganization Plan 5 of last year. 

Senator ELLENDER (presiding). Why did you not get the necessary 
money in the regular appropriation? 

Mr. Renrzeu. This is a defense activity. This has to do with the 
Defense Mobilization aspects of the office. 

Senator Corpon. You got $85,000 in the Commerce bill for that 
purpose? 

Mr. Renrzev. That is a direct appropriation, that is right. That 
will not support an activity of this kind, particularly civil air mobi- 
lization. 

Senator Corpon. In view of the fact that prior to a year ago you 
did not have any such organization anywhere in existence, it 
would appear to me that you might devote all your efforts to defense 
for a little while, without great loss to the American people, and for 
substantial gain in dollars that do not have to come out of the tax- 
payers’ pockets. 

Mr. Renrzev. Senator, I consider $150,000 is a reasonable amount, 
considering particularly the aviation mobilization aspect of this job, 
which is not being done by any other group. 

Senator Corpon. If the organization was not necessary through 
World War II when there was absolutely total mobilization, however 
desirable it might be, if it was not necessary then, and it evidently 
was not, because there was no such organization, certainly, in this 
period of partial mobilization, if an organization be set up, so far as 
| am concerned, it may well, and should—and as far as my vote is 
concerned, will—devote all of its budget to defense matters, until the 
defense necessity is met. 

Now, how much more than $85,000 do you need if you are going to 
do that? 

Mr. Renrzex.. We are asking for $150,000 now, and that is what 
we need. 

Senator ELtenper. As I understand, you did ask for money when 
you had your regular appropriation bill, and it was denied; is that 
correct? 

Mr. Renrzev. We asked for it in this particular mobilization 
request in the House. 

Senator ELLenperR. That is when the regular bill came up, you did 
ask for it and it was denied? 

Mr. Renrzev. Not the mobilization part of it; no, sir. 

Senator ELLENDER. How much does the regular bill give you to 
operate? 

Mr. Renvrzev. It does not give us any of this part. This was a 
separate request for mobilization purposes. 

Senator ELLENDER. You say you have been in existence how long? 

Mr. Rentrzev. The Office of Transportation, as such, was formed 
after the reorganization plan was passed, in 1950. 

Senator ELLENDER. This is something in addition to that? 

Mr. Renrzev. Yes, sir; this is post-Korea, that has to do with 
mobilization activity. 

Senator ELLENDER. Where did you get the money to operate from 
post-Korea to the present? 

Mr. Renrzev. We have been using as much as we can the services 
of the existing agencies, and what we have been doing is calling in 
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people from the industry on a consultant or part-time basis, and some 
without compensation, in order to get the job done. 
All we would like to do is stabilize this operation and put it in the 
shape necessary to get the job done, particularly for civil air. 
Chairman McKetiar. What does this operation do? 


1952 REGULAR APPROPRIATION 


Mr. Renrzev. The Office of Transportation, Senator, is the Office 
which has been formed to assist the Under Secretary of Commerce 
for Transportation in the development of a national policy for trans- 
portation as a whole, and studies incident to that. It is a small office: 
there are 21 people in it. 

Chairman McKetiar. Do you have a policy with regard to that? 

Mr. Renrzev. We have a broad policy, Mr. Chairman, which has 
not been specifically detailed. 

Senator Corpon. The Senate report says this: 

Office of the Secretary: The committee recommends an appropriation of 
$1,484,530, which is $15,470 under the House and represents a reduction of 10 
percent from the budget estimate for personal services. Included in the amount 
recommended is $85,000 for the Office of the Under Secretary for Transportation 
and the Office of Transportation. 

The Department is instructed not to utilize more than the amount of $85,000 
for these purposes.. 

That was an appropriation for the Office of Transportation this 
year. 

DEFENSE ACTIVITIES APPROPRIATION 


Mr. Renrzev. That is the regular appropriation; that is right, sir. 
That did not include any money for the operation of the civil air 
mobilization activity at all. That is a defense project. 

Chairman McKe.tiar. How much of that is for personnel? 

Mr. RentrzeL. How much of the $85,000? 

Chairman McKe.uar. Of this $150,000. 

Mr. Renrzex. Fourteen people, Mr. Chairman. 

Senator Corpon. How much do you have in the $85,000? 

Mr. Nretson. There are 5 people in the immediate office of the 
Under Secretary for Transportation, together with 21 people in the 
Office of Transportation. The $85,000 limitation may mean that we 
will have to reduce some of the personnel that are presently in the 
Office of Transportation which now total roughly 21 people; these are 
exclusive of the mobilization activities, which we are presenting here 
this morning. 

Senator Corpon. You say 5, but you have it reduced to 21. 

Mr. Nreuson. No, Senator, we have 5 in the immediate Office of 
the Under Secretary and 21 in the Office of Transportation. 

Chairman McKe.uar. I am sure the committee wants to aid you 
in every way possible. We would like to ask you gentlemen to cut 
these amounts as much as possible, because we are in a difficult posi- 
tion financially. 

Mr. Renrzev. Senator Cordon, I did not mean to be antagonistic 
in my reply on this. I am new here in this office. I am trying to get 
the organization together to do a job and to do it in a limited way. 

Chairman McKeE tar. I am sure of that. 
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Mr. Renrzev. I wish again to call your attention to the fact that 
the civil air mobilization part of it we admit we did not have in the 
last war as a specific organization, but in the present situation we are 
in the process of developing plans to transfer to the military on M aay 
a certain number of aircraft, the number of which is confidential. 
Not only that, but to make available the entire civil air production 
and civil air facilities to the military on M-day, and the program for 
this is one that does require some effort on our part. I think 14 
people is not unreasonable. 

Some of the people are, of course, going to come in from industry 
and devote some time, as they have been, to it, but there is a follow- 
through and implementation of the air picture alone which justifies a 
substantial part of the people, in order to develop plans which will not 
wreck civil aviation but will give the required civil air operation 
some aircraft in time of war and still make available a large number 
of aircraft to the military for military purposes. 

The remaining functions, as I have outlined here, come from the 
jobs that have been given the Under Secretary in other capacities. 
One is the ODM job of coordination of defense transportation and 
storage for Mr. Wilson, also the defense production question. 

I do think that we just know what our total transportation require- 
ments are going to be before we can plan the number of units neces- 
sary to carry that transportation, and, thirdly, the question of short- 
age of materials. 

I am sorry if it seems to be too much. I thought actually, it was 
a very modest request. 


CIVIL AIR MOBILIZATION PROGRAM 


At the present time in this mobilization activity, the Civil Aero- 
nautics Administration has been delegated all of the responsibilities 
in this particular field, that is, airport and airways, and there is no 
compensation for personnel requested for that. The Civil Aeronautics 
Board can be delegated the additional responsibility for distribution 
of civil aircraft and also the mobilization pattern. 

There is a field of such things as war-risk insurance, there is a field 
of a number of other items that do not fall within the scope of either 
of these agencies, which would fall within this defense air transporta- 
tion. 

Chairman McKe.uar. It may fall within our scope. 

Mr. Renrzev. We want approximately 9 people in this civil air 
mobilization function, of the 14 requested. The rest are for the 
mobilization aspects of our other jobs, DPA and ODM. I feel that 
is a modest request. Perhaps it does not need to be done, I do not 
know. If it does not, I am wasting my time. That is my best 
estimate. 

Chairman McKee iar. I am sure that you are trying to do the 
best job possible. I think that we have bigger staffs than we should. 

Senator Corpon. How much money did you request in the regular 
bill, in which you were allowed $85,000? 

Mr. Renrzev. We asked for $311,000. 

Senator ELLENDER. Was any part of the money you are now asking 
for included in that $311,000? 
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Mr. Renrzev. No, sir. That covered the normal activities of the 
Department, insofar as transportation was concerned. It covered 
the Office of the Under Secretary, the Office of Transportation, and 
the functions of the Bureau of Foreign and Domestic Commerce 
which were transferred to the Office of Transportation to perform. 

Senator ELLENDER. So that if we were to accede to your wishes 
and the Congress had appropriated the entire amount which was 
budgeted, you would spend in the neighborhood of $460,000? 

Mr. RENTzEL. Yes. 

Senator Corpon. Strange, this statement indicates that in the 
regular bill they allowed $1,484,530 for the Office of the Secretary. 
which is $15,470 under the House. What was the total requested 
for the Office of the Secretary? 

Mr. Nretson. Approximately $1,700,000. 


STATUTORY RESPONSIBILITY 


Senator Corpon. I fully realize the necessity for somebody to ride 
herd on this mobilization effort. I just wonder whether you will 
be effective in the thing that needs to be done. You mentioned the 
matter of requisitioning of civil aircraft in World War II. If there 
is a world war III, certainly the Defense Department with its Plans 
and Programs Division, will have worked out its plan for mobilization 
and requisitioning of aircraft from the civil aviation industry. Its 
plan will be “the”? plan, because it is “the’? Defense Department. 
What can you do to prevent it running into the same experience of 
our extravagance and futility? 

Mr. Ren?’zeExL. Senator, there is a little different situation that 
exists now. First, the President has given the Secretary of Commerce 
that responsibility, rather than the Secretary of Defense. 

Second, we have worked out a plan through the NSRB because 
we have had time—we did not, before. 

Senator Corpon. You say you have worked out a plan. Has the 
Defense Department worked out a plan? 

Mr. Rentzev. They have worked out the plan with us. We 
have worked out the plan under NSRB, presented it to the military. 
It is in the process of coordination. We have already received a 
letter from General Marshall indicating we are in complete agree- 
ment in principle. The details to be worked out yet are things 
that we must do over a period of time with this small group of people, 
but somebody has to fight for this civil side of the picture, too, and 
that is the job that has been given to the Secretary. 

Senator Corpon. What somebody has to fight for is Mr. John J. 
Citizen. 

Mr. Rentzev. I construe that to be partly our job, too, but these 
facilities, both aircraft, and quite a number of our other transporta- 
tion activities, are owned by citizens, corporations, and I think it is 
the present desire that we have a workable plan which gives the 
military what they need but leaves what is essential for civilians, and 
try to operate it as efficiently as possible. 

I quite agree with you that there is some money undoubtedly 
wasted, but, as I pointed out, in both shipping and air, we do have 
an agreement, which we did not have at any time during the last war, 
and I think we can take some credit for working out a plan before- 
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hand that would prevent wastage of these facilities, and still do a 
job for the civil side of the picture. I think we can do it in other 
aspects, and we are going to have to do it on a current and day-to-day 
basis. 

I feel that the few people are essential. I might add that the 
numbers of aircraft we might talk about being available to the 
military runs into several billions of dollars. 

Chairman McKetuar. They are all very essential. All we have 
to do is furnish the money for it. You cannot move a step without 
the money to do so. Under our Constitution we have to furnish as 
best we might the money for these things. 


ORIGINAL BUDGET REQUEST 


Senator Corpon. How much did you ask for originally in the 
supplemental? 

Mr. Renvrzev. $150,000. 

Senator Corpon. The same amount as you requested before? 

Mr. Rentzev. Yes, sir. 

Senator Corpon. You were allowed nothing? 

Mr. Renrzev. Yes, sir. I believe the House misunderstood the 
civil air part of our job because no one has the responsibility—it was 
given to the Secretary by our President. We are making maximum 
delegation to the existing agencies. The Civil Aeronautics Adminis- 
tration is doing all in its own field and we are not asking any money 
for that part of it. 


STORAGE COORDINATING COMMITTEE 


Senator Corpon. Mr. Chairman, I want to go to one other matter: 
Reference has been made here to storage, the coordination and 
planning for the necessary but minimum amount of essential storage. 

[It would seem to me again that that would be a Defense Depart- 
ment operation. How do you people fit into that? 

Mr. Renrzet. We do not, as the Department of Commerce, fit into 
that. That is done in the Office of Defense Mobilization, where IL 
wear a hat as Chairman of the Storage Committee, for Mr. Wilson 
and act for him. The committee is composed of Agriculture, which 
has a substantial interest in storage; the Defense Department, which 
does; the ECA, which does; the Defense Transport Administration, 
which has an operating interest and responsibility; the Petroleum 
Administration for Defense, which also has a responsibility. 

Our job there is to try to coordinate these functions on storage. 

Senator Corpon. Who furnishes the staff to that committee? 

Mr. Renrzev. There is only one person involved. That is fur- 
nished by the ODM. But the background material for the meetings, 
and the background for action, various statutory agencies and the 
operation of that as a unit, is done by this Office of ‘Transportation. 

Senator Corvon. That would be done for Commerce, Agriculture 
does it for Agriculture? 

Mr. Renrzev. But the over-all operations of data furnished to the 
committee is done by the Office of Defense Mobilization. 

Senator Corvon. Then the needs of storage for the Department of 
Agriculture are presented to your committee? 
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Mr. Renrzev. They are presented to this committee. 

Senator Corpon. Interior and other defense agencies, the same 
way? 

Mr. Renrzeu. That is right. 

Senator Corpon. You set up these various requests and offsei 
against them the available storage, so that this committee can have 
before it the claims by the several defense agencies and the civil 
agencies? 

Mr. Rentzev. That is right. 

Senator Corpon. Also, the amount of storage that can be made 
available and how it can be made available? 

Mr. Renrzev. That is right. The Defense Transport Administra- 
tion has the prime responsibility in regard to storage affecting trans- 
portation. Agriculture has it with regard to agricultural products; 
petroleum for obvious reasons, is in Petroleum. The Department of 
Defense has an overriding need for storage on all fronts. 

Senator Corpon. The Munitions Board has some interest in it? 

Mr. Renrzev. Our function is to get it all in one basket and sce 
that it is not wasted. Our function is to attempt to get an agreement 
from Defense, in many instances, that they will not waste either 
materials or transportation units, but will make use in every instance 
possible of the civil availability before they go into separate production 
for their own needs. 

Senator Corpon. That would require you to be conversant with 
the whole production pattern of the Defense Establishment, would 
it not? 

Mr. Rentze.. That is right, so far as our particular interests are 
concerned. 

Senator Corpon. Your interest is in storage, and storage definitely 
affects transportation. If you have storage 50 miles from the place 
of output, and another storage 2,000 miles away, the difference be- 
tween the two in costs and use of transportation is the biggest item 
in it? 

Mr. Renrzeu. That is right. That is the reason Mr. Wilson put 
the two problems—transportation and storage—together, in the same 
committee. 

Chairman McKe tar. If there is nothing further, we are very 
much obliged to you. 

Mr. Renrzev. Thank you, Mr. Chairman. 

















Ce 
it 
er 
Ce 
yn 





SUPPLEMENTAL APPROPRIATIONS FOR 1952 901 


Civi AERONAUTICS ADMINISTRATION 


CLAIMS, FEDERAL AIRPORT ACT 


STATEMENTS OF F. B. LEE, DEPUTY ADMINISTRATOR OF CIVIL 
AERONAUTICS; PHILLIPS MOORE, DIRECTOR, OFFICE OF AIR- 
PORTS; HORACE P. LUCKETT, AIRPORT OPERATIONS SPECIAL- 
IST (CLAIMS); ARVIN 0. BASNIGHT, DEPUTY BUDGET OFFICER; 
AND OSCAR H. NIELSON, BUDGET EXAMINER, OFFICE OF THE 
SECRETARY 


REHABILITATION AND REPAIR OF AIRPORTS 


Chairman McKee .uar. We will now hear from the Civil Aeronautics 
Administration. 
Was this before the committee before? 


AMOUNT REQUESTED 


Mr. Lex. No. This is an estimate for damage to airports which 
was submitted directly to the Senate by the President in Senate Docu- 
ment 57, which included the proposed supplemental appropriation for 
the Department of Commerce in the amount of $944,605, for the reha- 
bilitation and repair of 14 airports which had been damaged by either 
the Air Force or the Navy. 

Chairman McKe.tiar. How were they damaged? 

Mr. Lee. By the use of these airports for heavy military aircraft 
and high-performance military aircraft. 

Chairman McKe.iar. What particular airports were damaged? 

Mr. Ler. There are 14 airports, Mr. Chairman: New Castle, Del.; 
Glynn County, Ga.; Shreveport, La.; Barnstable, Mass.; Sante Fe, 
N. Mex.; Dare County, N. C.; Lakeview, Oreg.; Snohomish County, 
Wash.; Long Beach, Calif.; Cut Bank and Glacier County, Mont.; 
Lewiston and Fergus County, Mont.; New Bern, N. C.; Klamath 
Falls, Oreg.; and Watertown, 5S. Dak. . 

Chairman McKetuar. Are they private airports? 

Mr. Lex. These are all public airports. 


CLAIMS FOR DAMAGES, UNITED STATES AIRCRAFT 


Chairman McKetiar. How did the Government obligate itself 
for damage for the use of public airports? 

Mr. Ler. This was a provision of the law, an amendment to 
section 17 of the Federal Airport Act, in which communities which had 
airports damaged by United States aircraft were permitted to submit 
claims. 

Senator Corpon. You mean damage during World War II? 

Mr. Len. Largely World War II, Senator, although some of the 
damage occurred during the Hay Lift operations, you remember 
when the Northwest was snowed in, and certain others. It is a broad 
general provision for damage by United States aircraft. 

Chairman McKetuar. Did they either bring suit or file claims? 

Mr. Les. Mr. Chairman, this is the responsibility which was given 
to us. They file claims with the Civil Aeronautics Administration. 
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We review the claims. The justification for it is that we have the 
technical staff to review the claims to determine whether the damage 
was actually caused and to appraise the amount whith is filed for 
damage. 

Chairman McKe tar. Tell us about it. 

Senator Corpon. That is Public Law 840, Eightieth Congress, 
second session. 

APPROPRIATED FUNDS 


Senator ELLENDER. Do you know how much it is altogether? 

Mr. Moore. $4,328,513 has been appropriated for damages to 
44 airports. 

Senator ELLENpDER. I notice as to the number of claims for which 
this appropriation would be used, that the original claims were 
$1,640,277. You have certified $944,605. How many are remaining 
to be settled after these are paid? 

Mr. Ler. There are 42 additional, which we estimate will be coming 
due during the fiscal year. The last appropriation bill contained a 
provision that claims must be submitted by July 1, 1951, and must 
be certified by July 1, 1952. Our present estimate is that there will 
be 42 additional claims in the amount of $4,745,000. 

Senator ELuenpeR. With that amount settled, it will pay off 
everybody entitled to damages under this law that was just referred to? 

Mr. Ler. That is correct; under the law, and under the language 
of the Appropriation Act. 

Senator Corpon. May I ask whether, in the little broad authority 
for the Civil Aeronautics Administration to prescribe regulations in 
connection with the determination of the liability of the United States, 
there is set up any provision for an offset against damage, the improve- 
ments that may have been put on the airport by the United States? 

Mr. Ler. The law does not make such a provision, Senator. 











MEASURE OF DAMAGES 


Senator Corpon. I just asked about the regulation. The law says 
“damage” and “‘damage’’ to me is the difference between what you 
may have added and the total loss. 

Mr. Ler. The method to be used in estimating the damage is the 
amount of injury to the airport which had been constructed by the 
community; that is, the original facilities. 

Senator Corpon. If you doubled the capacity of it, strengthened 
the runways, or anything of that sort, you do not offset that against 
any damage that you may have occasioned otherwise. 

Mr. Ler That is correct. 

Senator Corpon. So that you may have taken over an airport 
worth $100,000 and made it worth $500,000, but if you did $20,000 
worth of damage anywhere, you would pay the $20,000? 

Mr. Ler. The Civil Aeronautics Administration, as such, only 
participates, at present, in the construction of airports, pursuant to 
the Federal Airport Act, and we participate up to 50 percent. 

Senator Corpon. I would like to have some more information. 
I note, for instance, that Shreveport, La., claims $327,698. They 
were allowed $238,281. 
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I notice Klamath Falls claimed $57,000 and was allowed $4,000. 
I am not questioning the exorbitance of one claim as against the 
amount allowed, or the nearness to the amount allowed, but I want 
to know what was the nature of the damage, how was it occasioned, 
and how is it determined? 

Mr. Lex. Mr. Luckett, from the Civil Aeronautics Administration, 
is familiar with the details of these claims. I would like him to com- 
ment on these individual cases. 

Chairman McKe iar. I wish you would. We have evidently 
passed the law. If anyone is to blame, we are to blame. I am not 
blaming you folks. I would like to hear abovt it. 

Mr. Lucxerr. The cause of the damage primarily at Shreveport 
was that the military aircraft using the runways and landing areas 

Senator Corpvon. In World War II? 

Mr. Luckxerr. Yes—were of heavier weight than the designed ca- 
pacity of those runways, thereby causing damage to these structures. 

At Klamath Falls, the majority of the damage there was caused by 
the failure to maintain, during the period that the airport was leased 
to the military, during World War II, and the failure to maintain 
resulted in damage to the airport. The damages were caused by 
various things: overloading, failure to maintain the construction, 
sometimes the civil facilities were damaged in enlarging the airport; 
various causes of damage. 

Senator Corpon. What about enlargements of or betterments to 
thetairport? Do you give any consideration to them or not? 

Mr. Luckerrtr. No; we have not offset. 

Senator Corpvon. If you leased an airport and, say, lengthened 
the runway from 2,000 feet to 6,000 feet and then turned back the 
airport, the fact that you had doubled or trebled the value of it has 
nothing to do with the proposition of allowing damages that might 
have been occasioned on the part that was originally there? 

Mr. Luckerr. That is correct, sir. I would. like to state this— 
that we are not actually paying them damages. By that 1 mean, 
before they are paid this money they must accomplish the repair. 
In other words, it is not a monetary damage that they receive; they 
must actually do the repair before they are paid. 

Senator Corpon. What is the fact now as to whether the Govern- 
ment did add betterment to these several airports which, when the 
airports were returned to their original owners, those owners acquired 
the added value to the airport? 

Mr. Luckerr. That is right—yes; they did. 

Senator Corpon. And in many instances, unquestionably then, 
the airport that was returned to them was worth several times as 
much as the airport that was leased in the first place? 

Mr. Lucxerr. That is correct. 

Senator Corpon. Yet we pay the damage? 

Senator Ecron. Mr. Chairman, is it not true that the communities 
participate in this work; that is the reason they want these damages 
settled now, so they can go ahead and make their own repairs and 
put the airports back in serviceable shape? 

Mr. Lucxerr. That is correct. 

Senator ELuenper. Is it not true, in the case of enlargements, that 
such enlargements were made for the benefit of the Government and 
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not for the benefit of the community? If that is true, why should 
the community pay for that? Why should it be debited against the 
local people? 

Mr. Luckerr. I would like to say in some instances, where tlic 
airports were enlarged, it was not of ‘benefit to the community ; they 
did not need an airport that large. When it was turned back, it 
became a burden to them to maintain it. 

Senator Corpon. In other cases it became an asset, and no ac- 
count was taken in either case. If it was a burden when it was 
turned back, then it was a damage. If it was an added value, it was 
a betterment. 

Senator EL.tenperR. Take the case of Shreveport; that has been 
mentioned by Senator Cordon. 

I presume that in your consideration, the claims reflected actual 
damages that were caused by Government aircraft? 

Mr. Luckett. That is correct. 

Senator ELLeNpDER. And it will be necessary for the city of Shreve- 
port to spend that amount we are now making available to restore 
the airport to the condition it was in before the Government took 
charge of it? 

Mr. Luckett. That is right. 

Senator Corpon. What is the fact as to whether or not what was 
added is now of value to the city of Shreveport or any other city? | 
picked that one out because that one was the largest and the other, 
Klamath Falls, was the smallest. ° 

Chairman McKe iar. Let us pick one out in Tennessee. Suppose 
they picked up an airport there and the damage was $1,000,000 
what are they required to prove? 

Mr. Ler. Mr. Chairman, in one of the previous requests for the 
airport at Memphis, Tenn., we certified the sum of $112,174 for the 
rehabilitation of that airport. 

Senator ELLenpeErR. That has been paid—at least it has already 
been appropriated. 

Chairman McKetiar. How did they get the claim before the 
Government? 

Mr. Ler. The community concerned filed a claim with the Civ! 
Aeronautics Administration for the amount which they estimated it 
will cost to rehabilitate the field. We investigated that field, looked 
into the nature of the damage, how it was caused, and we made an 
independent estimate of the amount which would be required. 


ENGINEERING STUDIES ON DAMAGE CAUSES 


Senator ELLENDER. Do you have any difficulty in establishing that 
the cause of the damage was due to the Government use of that 
airport? 

Mr. Ler. In some cases it takes quite an extensive engineering 
study of the airport and of the uses to which it was put, and how it 
was maintained during Government occupation. 

Senator ELLENDER. But you are able to determine that, are you 
not? 

Mr. Ler. That is correct. 

Senator Corvon. If there was an airport that would carry small- 
type airplanes and it had to carry loads of double weight, if there 
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was any loss greater than its expected life, you charged that to the 
Government? 

Mr. Lex. That is correct. It is an engineering study. In a case 
like that if we found checking in the pavement or cracking or deteriora- 
tion of the pavement, it could easily be attributed to the heavier 
military aircraft which had been using it. 

Chairman McKe.iar. Why was it necessary to set up a separate 
organization? 

Mr. Les. As I recall the history of this legislation, there were quite 
a large number of communities following the last war that had airports 
which had been used by the military. I believe the desire was to 
have the technical agency concerned with this type of activity, the 
Civil Aeronautics Administration, pass on these claims, so that by 
the time they were presented to the Congress they would be sure that 
an engineering study had been made. If you will note, you will see 
that in the present case of the amount requested, there has been a 
reduction of some $700,000 in the amount we have certified. We 
have not set up a separate organization. We have attempted to 
handle it within the Civil Aeronautics Administration’s regular 
organization. 

Senator Corpon. I do not know that you have this information, 
but perhaps you do: 

Where the Government leased municipal airports during World 
War II and constructed facilities in the way of hangars or machine 
shops, or other type of building on the airport land, and thereafter 
it returned the airport to the city, was there any arrangement made 
for payment by the city for the improvements that were added at the 
time of the return? 

It runs in my mind that there was, but I am not certain about it. 

Mr. Lucxerr. I believe, under the Surplus Property Act, most of 
those airports were returned, as I recall it. I do not believe there 
was any consideration passed from the local communities to the 
Government for those improvements. 

Senator Corpon. I know, with reference to many communities, 
they felt that maintenance of the additional improvements beyond 
those which they needed for their purposes was so great that in many 
instances they hesitated even to accept them. 


RETURN OF SURPLUS AIRPORTS TO LOCAL COMMUNITIES 


Mr. Luckett. That is correct. That is one. When I said ‘‘con- 
siderations,’ I was thinking of money. 

When these airports were turned back as surplus, the cities were 
obligated to maintain whatever improvements they accepted for the 
estimated life of those improvements, whatever it might have been. 

Senator Corpon. Was there some provision for the right of subse- 
quent use by the Government? 

Mr. Luckett. Yes; there is. 

Senator Corpvon. So that the airports with respect to which these 
claims are made and found valid and certified are today available to 
the United States Government if it needs them? 

Mr. Ler. Yes; and in many cases the recapture clause is being 
exercised by the military in line with the expansion of both the Air 
Force and naval air units. 
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Senator Corpon. I think that puts a different face on the matter 
entirely. 

Senator ELLenpDEeR. You stated a moment ago that if any city put 
in a claim for repairs that city must spend for actual repairs the 
money paid in satisfaction of its claim. 

Mr. Lee. That is correct. 

Senator ELLENpER. Let us take a case where the damage occurred 
during 1945. Has the city making the claim already performed this 
repair, or has the airport been used in its damaged condition? 

Mr. Len. The airports in all of these cases have been in practically 
continuous use during the entire period from the Second World War 
to the present. 

Senator ELLenper. For instance, take the city of Shreveport. 
You stated a moment ago that before you make payment to the city 
you must ascertain that that amount has been spent or will be spent 
for the repairs. 

Now, let us be specific in this case. To what extent has the city of 
Shreveport spent a portion or all of the money that it is now claiming, 
for the purpose of restoring the airport to the condition it was at the 
time the Government took charge? 

Mr. Ler. Senator, I have a list here which shows the repairs com- 

leted on all of the projects which we have listed here. In the case of 
Shreveport, La., that is one in which there have been no repairs com- 
pleted and certified to us as yet. 

Chairman McKe iar. Take one that has been restored—give us 
the facts about it. 


BREAKDOWN OF CLAIMS FILED 


Mr. Lee. In the case of Snohomish County, Wash., there has bee n 
$14,820.66 completed as of the present time. 

Newcastle County, Del., $16,480.06. 

Klamath Falls, Oreg., lighting, $421.28, repair of a ditch, $600. 

Lewiston, Mont., pavement, $25,712.76. 

. Watertown, S. Dak., $2,736. 

Cut Bank, Mont., lighting, $1,926.38. 

In all other cases there have been no repairs certified to us as 
complete. 

Senator Ecton. How much was it at Cut Bank? 

Mr. Ler. In the case of Cut Bank, Mont., $1,926.38 

Chairman McKetuiar. That has been completed? 

Mr. Ler. Yes, sir. 

Chairman McKetuiar. How long have you been in existence? 

Mr. Ler. Since 1948. That is 3 years. 


AMOUNT OF CLAIMS CERTIFIED TO DATE 


Mr. Chairman, we have already certified the amount of $4,328,513.92 
to be paid out. 

Mr. Moore. That is the amount that has been appropriated to 
date. The amount that has been paid out is less than that. 

With respect to actual payments to date, payments fall into two 
categories, really—payments as work is accomplished at the airports, 
and those wlhrere the project has been completed and final amounts 
have been paid. 
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In the case of final payments, there have been a total of $443,000 
paid for projects where all the work is accomplished and final claims 
have been settled. 

Senator ELLeNnpeErR. In those cases where the work is in progress and 
has not been completed, you retain the amount that we appropriated? 

Mr. Basnicur. That is correct, sir. 

Senator ELLENDrR. That would be the case, let us say, as to the 
14 for which you are now asking that we appropriate; that money 
would be retained by you until the work for which the claim is made 
is actually accomplished? 

Mr. Basnicut. That is correct, sir. 

Senator ELLENDER. As to cases where no work has been done, | 
presume that that is due to the fact that probably the claimant does 
not have the funds with which to do the work, and repairs are de- 
pendent on what the Government will appropriate. Am I correct 
in this? 

Mr. Basnicur. In a number of cases, that would be correct; yes, 
sir. 

Senator ELLENDER. Now, to what extent, if any, is the damage 
worsened by the fact that the repairs are not being made in time? 

Mr. Basnicut. That would depend on the individual airport. In 
cases Where the runways have failed because of overloading, the 
damage would be intensitied by the length of time that lagged between 
the appropriation of funds to correct the damage. 

Senator ELuenperR. That is, in cases where no repairs have been 
done to remedy the claimed situation, those airports are still being 
used? 

Mr. Basnicur. That is right. 

Senator ELLENDER. Evidently this damage has not prevented them 
from utilizing the airport for the purpose for which it was built; has it? 


REASON FOR AIRPORT CLAIMS ACT 


Mr. Basnicur. Sir, | would like to explain a point there. 

At the time the airports were turned back to the municipal owners, 
shortly after 1945, in many cases, this law was not then in existence. 

Claims could be made directly to the military or through the civil 
authorities. This law was intended to.bring into one agency, that 
agency being the Civil Aeronautics Administration, where there is 
technical skill in determining the extent of the damages, and to place 
there the responsibility for certifying the extent of the damage; bring 
it into one place, so that the Congress could look to one agency to 
determine how much damage and what should be paid out, and super- 
vise the repair of the damages incurred. 

Senator ELLenperR. To what extent did the military make these 
repairs, prior to the enactment of this law passed by the Eightievu 
Congress? 

Mr. Basnicur. I could not answer that. 

Senator ELLENDER. There were some made? 

Mr. Basnicur. There were some damage repairs. 

Senator Corpon. Mr. Chairman, as long as I have mentioned 
Shreveport, La., and it happens to be the largest single item here, I 
wonder if they could give the committee a summary of the nature of 
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the damage there which you certified as being, in round figures, 
$240,000? 

Mr. Lucxerr. That is, at Shreveport? 

Senator Corpon. Yes. 

Mr. Luckerr. The major portion of the damage at Shreveport was 
caused by overloading of the runway pavements, and this caused a 
failure in the base, in a number of cases, in the base under the paving, 
cracking in the pavements, settling in some areas. 

That represents the majority of damage there. There was some 
damage to the turf areas at Shreveport. That was caused by parking 
of aircraft on the turf itself, gasoline trucks driven across turf areas. 
ruining them and killing the turf, the growth there. As a result, 
some erosion in the turf occurred there. 

Senator Corpon. Now, with respect to the damage to runways, 
was it such as to make the airport unusable? 

Mr. Luckett. No, sir; it would eventually become so. Unless 
this damage is corrected, it will become a hazard. 

Chairman McKetuiar. No runway is perpetual; they all have to be 
repaired eventually. 

Senator Corpvon. Have the runways been used up to date by the 
eity? 

Mr. Basniacut. Yes. 

Senator Corpon. And they are still in use? 

Mr. Luckett. Yes, sir. 

Chairman McKetuar. Are there any further questions here, 
gentlemen? 

Are there any additional statements you wish to present to this 
committee? If not, we are very much obliged to you. 

Mr. Nrextson. Mr. Green, of the Office of Technical Services, 
wishes to present an item before the committee. He has a letter 
which he would like inserted in the record, rather than appearing 
before the committee, if that is agreeable. 

Chairman McKetuar. That is agreeable, and without objection 
the letter may be placed in the record at this point. 

(The letter referred to is as follows:) 

DEPARTMENT OF COMMERCE, 
THe Nationat INVENTORS COUNCIL, 
Washington, September 17, 1951. 
SeNnaTE COMMITTEE ON APPROPRIATIONS, 


United Siates Capitol Building, 
Washington, D. C. 

GENTLEMEN: I am informed that during Secretary Sawyer’s presentation last 
Friday a question was raised as to a request by the National Inventors Council for 
$24,000 to permit the building of models of promising inventions. May I sum- 
marize the Council’s operations and the reasons which led them to ask Secretary 
Sawyer to press for the fund at this time. 

One year before Pearl Harbor the President asked the great inventor Dr. 
Charles F. Kettering, head of the General Motors Research Division, to set up 
the National Inventors Council to foster and stimulate. civilian invention for 
national defense. The Council's operations are based on the fundamental premise 
that the armed services have no monopoly on brains and we must support their 
plans and developments by the independent, original thinking of the America 
people. Because of his deep, personal beliefs that the American people are a. 
inexhaustible reservoir of inventions and ideas, Dr. Kettering accepted the po-t 
and brought into Government as his fellow members men like Dr. Oliver Buckley, 
chairman of the Bell Laboratories; Dr. James Zeder, vice president and director 
of research of Chrysler Corp.; Dr. Roger Adams, chairman of the American 
Chemical Society; Dr. Coolidge, director of research of General Electric Co 
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These men, now 18 in number, serve the Government without compensation. 
The Department of Commerce provides us a small supporting staff to screen and 
process the many thousands of inventions submitted for defense use. In this 
connection the Council found in World War II that many found it difficult to 
fully evaluate the selected ideas which NIC recommended for consideration. One 
of the basic problems was an inability to visualize the invention and its military 
possibilities from a paper sketch and description. Therefore, the Council re- 
quested and was granted $150,000 to provide for the building of operating models 
for test and comparison. This fund was prudently used and was found most 
helpful in obtaining a full consideration of ideas which the Council felt had 
promise, After VJ-day the Council prepared to disband, but was requested by 
the Secretaries of the Army and Navy, to continue in operation. The model 
fund was allowed to lapse and the entire activity reduced to skeleton level. 

After Korea the Council increased its tempo and at one of its meetings recom- 
mended to the Secretary that the staff be strengthened and that the model fund 
be reinstated. In this connection let me present a statistical picture of World 
War II activities and today. In World War II peak, employees were 51 and the 
number required to process as many inventions as now being received (35,000 a 
year) was 35. We hope to stay abreast of this workload with 14 people, or 40 
percent of the number then required. The $24,000 fund herein requested is 
16 percent of the World War II allotment. Thus it can be seen that the program 
is benefiting from experience and increased efficiency. 

It must seem to you members of the Senate who generously support research 
and development on new weapons in sums running into hundreds of millions of 
dollars that the private inventor is fully encompassed in these grants as well. 
The plain fact is that this is not so. 

The armed services have large funds for research projects in industrial labora- 
tories and universities, but the private inventor must look to the National In- 
ventors Council for support. This integration of independent invention with the 
development of military weapons is a very great responsibilitv. The Council 
believes the modest fund involved is a basic tool in living up to the duties, and 
hopes the committee will approve the request. 

LAWRENCE LANGNER, 
Secretary, National Inventors Council. 


Chairman McKeuuar. The committee will recess until 2 o’clock. 


AFTERNOON SESSION 
DEFENSE TRANSPORT ADMINISTRATION 
SALARIES AND EXPENSES 


STATEMENTS OF JAMES K. KNUDSON, ADMINISTRATOR; HOMER 
C. KING, DEPUTY ADMINISTRATOR; FRANCIS A. SILVER, 
GENERAL COUNSEL; WAYNE G. BROWN, ACTING BUDGET 
OFFICER; J. N. RYAN, BUDGET ANALYST, ICC; AND F. BERK- 
ELEY ROBINS, DIRECTOR, EQUIPMENT AND MATERIALS 
DIVISION 


DEFENSE PRODUCTION ACT ACTIVITIES 


Chairman McKe tar. All right, we will proceed. 

Have you a written statement or a prepared statement? 

Mr. Knupson. Yes, sir, we have a prepared statement. 

Chairman McKeuiar. You can do either way you wish: You can 
either put it in the record and give us the high lights on it, or you 
can proceed to give it any way you wish. 

Mr. Knupson. Senator McKellar, I think it would be best to 
have it read right into the record, for the reason that this is the same 
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statement we submitted to the House of Representatives, and the 
situation has not materially changed; and, as a matter of fact, it is 
already printed in the House hearings, if you do not want to duplicate 
that expense. 

Senator Ferauson. Then we should not reprint it. 

Chairman McKe tar. All right. 

Mr. Knupson. We have also had placed before you, I think each 
of you, Defense Transport Administration budget estimate to be 
considered with the statement and such remarks as I shall make. 

Chairman McKe tar. All right, we will proceed. 

Mr. Knupson. I would like to explain my presence here in this 
way, Senator McKellar: That we do not want a single cent more of 
appropriations from the Congress of the United States than we need. 

Chairman McKettar. That is a fine position to take. 


COORDINATION WITH OTHER GOVERNMENT AGENCIES 


Mr. Knupson. We believe in this matter of economy, and we are 
trying to exercise it in our administration of DTA. 

I would like to illustrate that by pointing out to you, as I have 
done to the House committee, that we have been making rather 
extensive use of the offices of the Interstate Commerce Commission. 
The predecessor organization, the Office of Defense Transportation, 
which was headed by the distinguished Commissioner Eastman, and 
later by Col. Monroe Johnson, has at the height of its operations about 
5,000 people. We have on our rolls now about, counting those who 
are working for us and in part from the Interstate Commerce Com- 
mission, about 371. We have on the rolls of DTA, Defense Transport 
Administration, about 173. 

I have stated before, and I will indicate again, that I hope we 
never grow bigger than 1,000 even in the event of all-out war; and in 
this twilight zone in which we are now involved, I am sure that we 
can perform the necessary transportation services for the country if 
we are allowed to build up to the state that we have indicated in the 
1952 budget. 

We are using, for instance, the 91 field offices of the Interstate 
Commerce Commission instead of establishing our own. We are 
using departmental services in Washington of the Commission, to 
kelp us process our personnel cases, and do other administrative 
matters. We are using the Bureau of Water Carriers for some of 
our work. We intend to make a greater use of the Bureau of In- 
quiry of the Interstate Commerce Commission, if my brethern on 
the Commission are willing, in order to prosecute some of the cases 
that arise as a resujt of the violation of orders that are issued at the 
instance of the Defense Transport Administration. 

So, all in all, I think I can demonstrate, if I were forced to put it 
in writing, that we are saving perhaps $2,000,000 to $3,000,000 in 
administrative expenses by not duplicating the offices that are already 
extant in the field, and I do not boast of that achievement, but | 
think that that is evidence of our sincerity of good administration, 
and we intend to continue to do that. 
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1952 BUDGET ESTIMATE 


We have asked for $2,900,000 for the fiscal year 1952. 

Chairman McKe tiar. Did you make that request of the House? 

Mr. Knupson. Yes, we did. The House cut it down 5 percent 
and gave us a rather strong blessing, saying that this was important 
work, and the only reason they cut it back to $2,750,000 was because 
they fancied that the offices of the Interstate Commerce Commission 
that we were using, particularly the Bureau of Motor Carriers, would 
more than make up the difference. I believe that was a rather false 
premise on which to make the cut, because there was pending at that 
time and since that time the Commission has been cut $1,039,000 
and will undoubtedly have to diminish some of its own field work 
and some of its departmental work, and will be to that extent less 
able to do the extra work that my organization will ask them to do. 

If there is to be a cut in our appropriation, I think it should not 
be based on that kind of a premise. 


MATERIALS ALLOCATIONS 


Now, I also want to point out to the committee that in addition 
to the work that we had when we went before the House of Repre- 
sentatives a couple of months ago, we have had some additional 
assignments. Here is one, pursuant to which we are directed to 
certify applications for steel in excess of 25 tons, and in some fields 
in excess of 2 tons, in the field of transportation, for housing, port 
facilities, and we believe that that is going to take the time of about 
from 6 to 10 people. However, we are not going to ask for an addi- 
tional appropriation to undertake that responsibility. We believe 
we can ride the year out on that. ’ 

Senator Haypen. Let me inquire about this steel allocation. 
There has been great complaint by all of the State highway depart- 
ments that they cannot get a proper allotment of steel in order to 
keep up the highways of the Nation to carry the transportation load. 

Mr. Knupson. Yes, sir. 


MAINTENANCE OF UNITED STATES HIGHWAY SYSTEM 


Senator HaypEN. Now, is it your function to see that the State 
highway department gets steel? 

Mr. Knupson. No, sir; I am not a claimant for the steel for the 
highways. That assignment has gone to the Bureau of Public Roads 
in the Department of Commerce. I would be incidentally interested, 
in that my responsibility is to keep highway traffic rolling, and that 
certainly could not be done without having roads maintained, to a 
degree at least; and I would look with some apprehension upon a 
total denial of steel for maintaining and building the necessary de- 
fense roads in this country. 

Senator HaypeN. We made a very serious mistake, during the 
war, in not appropriating sufficient funds to keep up the roads 
the way they should have been kept up, and they carried tremendous 
tonnage, a tonnage that was absolutely essential to the war, and they 
were pounded to pieces. And now we are in a situation where they 
have got to be maintained, and they have got to be expanded in 
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many cases, if you are building millions of automobiles a year an 
trying to run them over these same roads; and it is the same way wit) 
a very large number of trucks. Of course, the trucking industry Is 
always trying to get the load limit raised, which is again wearing out 
the roads. 

Steel is absolutely essential to carry on the industry, there is no 
doubt about it, and that kind of transportation is absolutely vital (o 
the national defense. 

Mr. Knupson. I would pay deference to that kind of an appraisal, 
Senator Hayden. My assignment is to lay claims for steel for all of 
transportation rolling stock, and not for the roads, per se. 

Senator Ferauson. You mentioned there that if they would take 
away all the steel from the roads, you would be concerned. Well, to 
all intents and purposes, for certain roads, it is all taken away, so that 
it leaves certain highways without any steel. 

We have the same trouble in Michigan, aad we are just unable to 
get steel, and now we have some of those access highways up there. 


COORDINATION WITH BUREAU OF PUBLIC ROADS 


Mr. Knupson. My position, if I may indicate it, basically is this: 
We are trying to perfect a study to assist the Bureau of Public Roads 
in its determinations. We believe, in Defense Transport Admiaistra- 
tion, that there are certain roads in this cowatry serviag defense 
establishments, and those establishments related to defense, such as 
steel mills and what have you, that must be served by truck and high- 
way transportation, and those roads must be maintained and kept up 
at all costs. 

Now, when you get down to some of the secondary roads in the 
country, our interest would diminish to the extent of their importance 
or lack of importance in the defense scheme of things. 

Senator Fereuson. You say allied industries. What about food? 
How are you going to get food to the market? That is just as im- 
portant as getting munitions transported. 

Mr. Knupson. Yes; the feeder roads to the farm community could 
be important. 

Senator Fercuson. Would you not be able to get proper allocation 
for highways as part of transportation, and is it not just as important 
as steel cars and railroad cars? And your trucking now is carrying to 
a great extent the same as steel cars. 


1951 TRAFFIC STATISTICS 


Mr. Kwupson. In terms of statistics, it is about this, Senator: 
The railroads will carry this year about 650 billion ton-miles of traffic. 
The intercity trucks will carry about 150 billion ton-miles of traffic. 
Now, that does not take into account the trucks that are operating 
locally, and all of your trucks that are not a part of this intercity 
group, which carry a tremendous load, much of which, however, 
does work its way to the rails and to the water for its long-hau! 
transportation. 

But I do not want to duck this issue at all. This is the Public 
Roads Bureau responsibility, and I think that my only interest in 1! 
is to make sure that we have enough roads and good enough roads 
over which to move the traffic of this country. 
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Senator Fercuson. That is what we are concerned with. 

Senator Ecron. After you set aside so much steel to take care of 
the roads and the transportation systems, then who makes the specific 
allocation to a locality or to a contractor or to a specific road? 

Mr. Knupson. The total amount of steel, Senator Ecton, is con- 
trolled by the National Production Authority, and the Defense Pro- 
duction Administration. They make the over-all allocations, and I 
believe they have set aside that steel. 

Chairman McKe tar. It takes an individual to do that. We have 
heard that the Administration does this and the Administration does 
that, but after all, it is some specific person in the Administration 
that does it. 

STEEL ALLOCATIONS 


Mr. Knupson. This authority of ours, Senator, to allocate steel, is 
only a minor part of our work. 

Chairman McKe.uar. But it is one of the most important parts of 

your work. 
' Mr. Knvupson. It is brought about this way: The National Pro- 
duction Administration sets aside a certain amount of steel for trans- 
portation, and that includes the motor carriers, the railroads, the 
inland waterways. 

Chairman McKe tar. Not the transportation system in your 
department. It is some man in your department who does that, and 
he becomes very powerful when he finds that he has got that authority. 

Mr. Knupsen. And it is our responsibility, within that lot of steel 
to make sure that it is equitably distributed, and that is all we are try- 
ing to do for the transportation field. 

Now, that is only the construction steel; that involves a minor part 
of it. We act as claimants over and above that, for the transportation, 
warehousing and port communities for their over-all material needs. 

The way we handle this steel matter of which I am speaking, is 
very simple: The applications come in, and we review them according 
to the needs. If they have a valid defense need, the application is 
cranted, and we have had little or no trouble with them. 

May I pass on to what we are doing in the traffic situation. I was 
going through just a few details that are over and above the report 
that we made to the House. That is to say, if you give consideration 
to the report which we have submitted, which has been added to the 
record by reference to the House committee report, you will not find 
there any reference to our desire, if we can do so in the future, to make 
use of the Bureau of Inquiry of the Interstate Commerce Commission, 
to help us prosecute some of these renegades who are not operating 
freight cars right. Some of the railroads who are violating some of the 
orders that we have issued, are involved. We do not want to set up, 
if you please, our own enforcement agency, that would cost time and 
effort and money, and we would like to make use of the Bureau of 
Inquiry. And we have made no provision for that in our budget, but 
we believe that we can add that also to our function in the next year, 
without asking for any more funds than we have already asked for. 

We believe, also, that there will be some expansion over and above 
that which we have indicated in this statement to the House, in the 
field of port utilities. There apparently is going to move through the 
ports of this country in the next few months or the next year, a much 
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greater volume of traffic than we anticipated. We expect that we 
will have some port problems that will require administration over 
and above that which we have indicated in our budget as we have set 
it up, and in the statement to which I referred; but we believe that 
we can also handle that extra assignment within the total scheme of 
things, and will not, therefore, ask for any more on that account. 


RAILROAD FREIGHT CAR SHORTAGE 


Now, just a word or two about what we have accomplished. We 
have been in operation almost a year now; next month it will be | 
year. We had a very serious car short tage last year at this time, 
and it looked to me at that time as though - it was going to be chronic 
for many years to come. I still think we will have periodic car 
shortages in this country until we can add about 300,000 freight cars 
to the railroad fleet. However, we would have had a much worse 
car shortage at this time this year if it had not been for the activities 
of the Bureau of Service of the Interstate Commerce Commission, 
now working hand-in-glove with the Defense Transport Administra- 
tion, and with the various other administrative steps we have taken 
to make the car situation more fluid than it has been. 

Senator Ecron. May I state right there, Mr. Chairman, that, in 
my opinion, considerable progress has been made in the last year along 
that line. 

Mr. Knupson. We have some distance to go vet, however, to take 
care of you folks up in the Northwest the way you should be taken 
care of, at the height of your crop seasons. - 


EXPANSION OF INLAND WATER TRANSPORTATION 


In our inland water department, we have sponsored programs, and 
you might say been responsible for the present development of them, 
having to do with the movement of iron ore over the Lakes. We will 
move—I say ‘“‘we,”’ and of course, | mean the transportation facilities, 
those fine companies that operate vessels on the Lakes—will move 
about 89,000,000 tons of iron ore down from the Mesabi Range this 
vear. They have been able to do this by virtue of their cooperation 
in the effort, but also because steel has been allocated for the con- 
struction of new vessels, some of which have already been placed on 
the Lakes, and 11 more of which will be put in Lake service before 
June of next year. 

There is still some existing carrying capacity on the rivers of this 
country which is not being used, and it will be our intention, as this 
situation gets tighter and tighter, trafficwise, to see if we cannot 
get that kind of transportation facility operating to greater capacity 
than it is at the present time. 


HIGHWAY FREIGHT TRANSPORTATION 


In the street and highway field, there is some unused capacity on 
the highways, the heavy trucks, at the moment, We thought: they 
would hs operating at capacity right now, but they are not, and it 
may well be that before this year is over it ‘will be necessary to divert 
some traffic to one or the other of these communities. We hope we 
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will not have to issue any such orders. I hope I will not have to issue 
any orders, as a matter of fact. We have done 90 percent of what has 
been accomplished this last year by a system of voluntary cooperation. 


RAILROAD FREIGHT TRANSPORTATION 


The only orders that we have issued have been upon the railroads 
in the getting of a better turn-around of their freight cars. 

Now, in the port field—-— 

Senator Feraeuson. What rule is it that the railroads have violated? 

Mr. Knupson. We have promulgated, Senator Ferguson, a number 
of orders, one of which, order 866, is addressed to the railroads’ opera- 
tions within their own community of their own freight cars. That, 
before DTA took over, was a matter of voluntary agreement worked 
out through the Association of American Railroads. We made it an 
Interstate Commerce Commission order, and we have found that there 
are some violations among the railroads, and we would like to move in 
on them and make examples of one or two of them to see if we cannot 
bring these violations to a stop. That would be our intended use of 
the Bureau of Inquiry of the Commission. 


PORT FACILITIES 


In the port field, we have effected a working agreement with the 
Department of the Interior, the Department of Defense, and the De- 
partment of Commerce, so that there will be no bad lines of com- 
munication, or so that there will be no conflicts in operation of trans- 

: eee i ; 
portation within port areas. The Executive order to the Defense 
Transport Administration gave us that authority primarily, but 
directed us to cooperate with these other agencies, and that cooperative 
agreement has been signed between me and the thre» Cabinet officers 
mentioned, and it is now in full operation and should produce fine 
results in the ports in this coming vear. 


WAREHOUSE PROGRAM 


Now, in the warehouse field, our authority extends just as far as it 
does in the rail field. May I interpolate to say here, for the benefit of 
one or two who may not have understood the need for DTA, that the 
Interstate Commerce Commission has no authority over warehouses, 
and it has no authority over intrastate commerce; and that is why it 
was necessary to create an agency that could have supervision, for the 
defense mobilization period, over warehouses and taxicabs and street 
cars and local buses and anything on wheels, and ports insofar as those 
transportation facilities or warehouses and the ports were involved in 
the defense effort. 

[It has been our good fortune not to have to issue any orders in any 
of these fields except the rail field, and one order in the warehouse 
field. The warehouse field, however, in my personal opinion, is going 
to get increasingly tighter, as time goes on. All of this defense out- 
put is going to have to be stored somewhere, and I do not know what 
the policy of the Defense Department is, fully, in that respect, but 
it may well be that we will be short of civilian warehouse storage 
sometime beginning in the early part of the next year, and our ware- 
house situation will become more tense as that situation unravels. 
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SERVICE DIVISIONS 


We have two service divisions, one dealing with materials and 
equipment, and Mr. Berkeley Robins is the chief of that, and he is 
in this room. That division deals with NPA and DPA in claiming 

steel and copper and tungsten and alloys, and all of the rest of it, for 
the railroads, the motor carriers, the warehouses, and the ports. 

We have a Manpower Division, a very small one, which acts as 
claimant for manpower for the railroads, the warehouses, and thie 
street and highway facilities, and the ports. We foresee a tighter 
situation in the manpower field at the beginning of next year, but we 
believe that our Manpower Division is sufficiently staffed to get along. 
I think that we have not asked for any increase in that Division. 


TAX AMORTIZATION CERTIFICATES 


I would like to mention one more item. We have, as a part of our 
responsibility, the certifying of applications for accelerated deprecia- 
tion. We have had applications in this field totaling over $3,000,- 
000,000. We have certified out about a little over $2,000,000,000, 
and we still have about $1,000,000,000 left to work on in this field: 
and these applications continue to come in at the rate of about 20 a 
day. 

There is a moratorium presently in effect in this field, and once that 
is ironed out, I suppose the applications will flow in at the same rate 
they did before. We have kept up very well with that work, and 
intend to do so in the future. 


REQUESTS FOR ADDITIONAL PERSONNEL 


Now, having outlined thus to you all of our various units of activity, 
I point out that our requests for additional personnel are quite modest. 
In terms of regular employees the Office of the Administrator seeks two 
and the office of the executive assistant, one; and the office of the 
general counsel, six. There is need for three in the administrative 
officer’s office, and in the information officer’s office we can get along 
with what we have. 

In the rail field, we ask for 23 more. In the Street and Highway 
Division, only three more; and only three in the Inland Water Divi- 
sion; and only five in the Warehousing and Storage; and eight in the 
Port U tilization; and eight in Equipment and Materials; and none in 
Manpower; eight more in Amortization and Defense Loans—and we 
do have some loan authority, which I passed over. 


RFC LOAN CERTIFICATION 


Up until about a week or 10 days ago, we were actually certifying 
loans, but that function has been turned over to the RFC now, much 
to my relief, and I hope it stays there. But we will still have to 
certify the defense need for the loan, as far as the transportation 
agency applying for it is concerned. All of the financial analysis wii! 
be made by the RFC. 

Senator ELLENDER. How many people did you have under you who 
took care of these loans? 

Mr. Knupson. We had six people employed in that activity. 
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F Senator ELLenpEerR. What are you doing with the funds formerly 
spent by those six people? Are they put into something else? 

Mr. Knupson. The point I just made is that there will still be a 
need for these six people to determine whether the loans that are sent 
over to us by RFC, for us to make a determination as to whether 
transportation needs that new facility or new service, or whatever the 
loan covers; and then the RFC will make the financial determination, 
and we will still have work to do. 


WORKLOAD 


Senator ELLeENpER. To what extent has that force been relieved 
of work that it formerly did, by virtue of the transfer to RFC? 

Mr. Knupson. Well, up until the last week, it has not been relieved 
of any work; and Colonel Hendon, who heads that branch, is here, 
and I would like to have him state to you what his appraisal of the 
new situation is. 

Colonel Henpvon. I will say that up to the present time, for instance, 
we have on application some 78 loan applications filed, and we have 
been able to process 29 of those. In other words, the work is far 
ahead of us, and with the six people that we have, we have not been 
able to even keep up half of the work, and each one of the applica- 
tions now, under the authority—— 

Senator ELtenper. Mr. Knudson said just now that there has 
been a transfer of certain work to the RFC. Now, what work was 
that that you formerly did that has been transferred to the RFC? 

Colonel Henpon. The part of the work that has been transferred 
to RFC is the responsibility for the financial end of it. 

Senator ELLENDER. You mean of actually making the loans? 

Colonel Henpon. Yes, sir. 

Mr. Knupson. The credit. 

Colonel Henpon. The DPA is the one that actually certified the 
loans, On our recommendation, previously, and that authority has 
been transferred to RFC. 

Senator ELLENDER. Do you have the same amount of work that 
you would have to go through in order to certify that the loan should 
be made? 

Colonel Henpon. We will have some little less work, as far as the 
financial end of it is concerned, and we will have a greater responsi- 
bility as far as the field investigation goes, that is, to determine the 
defense necessity. It will require on-the-ground investigation in every 
one of those cases. 


CONCURRENCE WITH HOUSE CUT 


Senator ELLENDER. Before I interrupted you, Mr. Knudson, you 
mentioned that quite a number of employees were involved that would 
be necessary for the various divisions or bureaus under you. Are you 
to provide that with the $150,000 that is the difference between the 
budget estimate and what the House allowed? 

\ir. Knupson. No, sir, we would make no claim before this com- 
mittee, and I explained to the committee before you came in, Senator 
Elle nder, that we will stand on the House cut, and we are not laying 
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any claim to that $150,000. The premise on which they cut it 
wrong, but we will get along with what they were satisfied to give us. 

Senator ELLENpER. What you are asking for at the moment, has 
that been budgeted? Do you have a budget estimate for it? 

Mr. Knupson. For the $2,900,000; yes, sir, that went through the 
Budget. 

Senator ELLenperR. That is what I am talking about. 

Mr. Knupson. That was cut to $2,750,000. 

Senator ELLeNpeR. And you are not laying claim to the $150,000? 

Mr. Knupson. That is right, not before this committee, we are not. 

Senator ELLENDER. And you simply are asking that the Senate 
allow you the $2,750,000? 

Mr. Knupson. We will be satisfied if we get that; yes, sir. 

Senator ELLtenperR. Will that cover the additional help to which 
you have just referred? 

Mr. Knupson. It will cover, we believe, by prudent administration, 
the additional help and the additional duties that have been assigned 
since I made that statement to the House. 

Senator ELLenpeER. In other words, all you are asking is that we 
approve what the House did? 

Mr. Knupson. Yes, sir. 

Senator ELLENDER. Now, let me ask you this: To what extent does 
your organization coordinate the various transportation facilities, one 
with the other, in order to get maximum use out of the various forms 
of transportation? 

Mr. Knupson. We have the authority to do that straight across 
the board. We can allocate facilities; and we can tell the shippers, 
if the chips are down, how to ship. But the war situation or the 
defense situation has not come to that yet, and we have issued no 
orders that would have a diversionary effect on traffic. 


COORDINATION OF GOVERNMENT TRANSPORTATION ACTIVITIES 


Senator ELLENDER. What prompts my question is that this morning 
we had a very eloquent plea made by the Office of Transportation 
under the Commerce Department, in which the House refused to give 
it the $150,000 they asked for, and I am wondering the extent to 
which you are dependent upon the Office of Transportation in order 
to assist you in coordinating this. 

Mr. Knupson. We are not dependent in any way, shape, or form. 
The Office of Transportation in the Commerce Department has its 
authority in a reorganization plan pursuant to which that office can 
supervise the affairs of transportation within the executive depart- 
ment of Government. Now, the Interstate Commerce Commission 
is a congressional agency, bear in mind. Over and above that, the 
Office of Transportation is headed by Mr. Rentzel, who is Mr. Wilson's 
transportation adviser, but there is one more step. Over and above 
that, the Department of Commerce, in which this office is located, 
has coastwise and intercoastal transportation for defense purposes 
under an Executive order. 

Senator ELLENpDER. And you do not? 

Mr. Knupson. I have everything else, but the airplanes. They 
have the air and the coastwise and intercoastal, the Interior Depart- 
ment has the pipelines, and we in DTA have everything else. 
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Senator Extenper. To what extent is there cooperation between 
you and the Office of Transportation in the Commerce Department, 
as to those methods of transportation that you deal with? That is, 
with a view to coordinate and to get maximum benefits from trans- 
portation? 

Mr. Knupson. Well, Senator, we have two interagency committees 
in which matters of cooperation and some matters of coordination are 
discussed, and we act on them to the extent that we can. But neither 
office has as yet seen fit to issue any orders that will force one kind of 
traffic from one kind of facility to another one. 

Now, I am sorry to say, for instance, that the coastwise and inter- 
coastal carriers of this country are in a very bad way, and in about two 
more months it may well be that many of them, if not most of them, 
will have abandoned their operations for more profitable off shore 
traffic. 

Now, that is going to throw a much heavier burden upon our do- 
mestic rail transportation, which is already caught with car shortages; 
and if I could, and the time were ripe, | certainly would want to keep 
some of these vessels operating coastwise and intercoastal, just to 
keep the competitive spirit alive, if for no other reason. But that is 
not my function. 

Senator ELLENDER. As to the methods of transportation directly 
under you, you could easily do without the services of the Office of 
Transportation under the Commerce Department, could you not? 

Mr. Knupson. Well, yes, we could. We live side by side, but we 
do not overlap in any respect. 

Senator ELLenper. But is there not duplication of some kind 
there, if your efforts are directed toward the coordinating of all of 
the transportation facilities under you, so as to get maximum benefits? 
If you do that already, why is it necessary to have another agency 
do the same thing? 

Mr. Knupson. I do not think it is doing quite the same thing. 
We are essentially an operating agency, and our business is to move 
the traffie and people of this country where they have to move for 
this defense period. 

Senator ELLeNpER. For you to do that, you must have contacts 
with all methods of transportation. 

Mr. Knupson. We certainly do, and we have them there. 

Senator ELLENDER. So as to get maximum results. 

Mr. Knupson. That is right. 

Senator ELtenprEr. If you have to do that, and if you have people 
engaged in attaining that goal, why should you have somebody else 
tell you, ““Well, now, we ought to do it that way or around this other 
way, or mix into it’’? 

Mr. Knupson. They do not tell us. 

Senator ELLenperR. But they say, though, that it is necessary, as 
| understand it. 


FUNCTION OF OFFICE OF TRANSPORTATION 


Chairman McKetiar. They are getting an appropriation to help 
you do that. 

Mr. Knupson. I do not want to be put in the position of being an 
apologist for the Commerce Department’s transportation set-up. | 
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will say this, however, that the Secretary over there has instructed 
Mr. Rentzel, within my knowledge, to supervise the transportation 
interests of the executive agencies of the Federal Government, and 
that is a function that is entirely divorced from what we are doing, 
and we have nothing to do with that. 

Senator ELLeNnDER. Now, let me ask you this: I may have been 
misinformed this morning with respect to the Office of Transporta- 
tion, but I am informed now that the Office of Transportation deals 
more or less with air transportation. Do they deal, to your know|- 
edge, with any form of transportation over which you have authority? 

Mr. Knupson. Well, if you say “Do they deal with it?”, I would 
have to say ‘‘ Yes,’”’ because they do accumulate statistical data, but 
they do not have our authority to operate in the field. The authority 
to tell the railroads what to do in this defense period, and the trucks, 
and the ports, and so forth, vests in me by virtue of an Executive 
order. 

Senator ELLENDER. When I heard the testimony of Mr. Rentzel, 
this morning, as head of the Transportation Office under the Com- 
merce Department, it may be that I misunderstood, but I am certain 
that the record will show that he had duties to perform as to transporta- 
tion other than air and coastwise, and that, as I understood him, his 
idea was to get maximum benefits out of the transportation facilities 
that we now have. 

Now, does he in any manner deal with methods of transportation 
that are under.you? And I do not mean by issuing authority, but 
with a view to trying to get maximum freight and other things carried 
through the facilities that are under you? 

Mr. Knupson. Hecollects some statistical data, and has been known 
in the past, that office has, to make certain statistical representations 
to us as to how traffic is moving and how it could be made to move. 
But as far as issuing the orders, or making the final determinations is 
concerned, he has no authority in that field. 

Chairman McKe.viar. You alone have that authority? 

Mr. Knupson. That is right. 

Senator ELLeNDER. Could you get this information that you have 
obtained from the Office of Transportation, or do you get it from 
any other source? 

Mr. Knupson. We collect a good deal of our own data; and, of 
course, the Interstate Commerce Commission, on whom I rely, has 
statistical units that collect such information, in its field, Now, that 
is only in the fields that the legislation allows. 

Senator ELLeNpDER. That is what I understood, that you are able 
to obtain that information, or these facts, and that there is bound 
to be, in my opinion, without knowing too much about it, some new 
obligation. If you gather information so as to coordinate the trans- 
portation facilities under you, and there is somebody else from 
Commerce who comes in and gives you information along the same 
lines, there must be duplication there somewhere. 

Mr. Knupson. Yes, sir, | would try to avoid duplication, and if [ 
knew they were indulging in a certain research project on the findings 
of which we could rely, I certainly would not do it myself. But the 
point is—— 

Senator ELLenpER. Let me ask you this: Do you not more or less 
depend on the facts that you obtain, either directly or through the 
regular channels with the Commerce Department? 
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Mr. KNupson. We depend upon the facts that we ascertain for 
ourselves, 100 percent. Now, we gather them from various sources, 
but we do not take any steps without being fully advised of the facts 
before we do it. 


PROCESSING OF TAX AMORTIZATION APPLICATIONS 


Senator Ecron. Mr. Knudson, in regard to processing these 
applications for accelerated depreciation for tax purposes, you have 
that under your Department? 

Mr. Knupson. Yes, sir. 

Senator Ecron. May I ask you if you have an over-all or general 
policy or general pattern that all similar types of businesses in the 
various States are treated more or less alike? 

Mr. Knupson. Senator Ecton, we struggled with that problem at 
the outset, and it is a very difficult one with which to wrestle. We 
finally came up with some percentages that applied to like kinds of 
facilities. For instance, saad freight cars, regardless of the rail- 
road that is building them and claiming tax dep reciation, are depreci- 
ated at 80 percent of the represented value. Diesel engines are 65 
percent, and Lake vessels 85 percent, and the percentages run all of 
the way from 85 down to around 40, I think. And now there is a 
moratorium declared by the Director of Defense Mobilization, Mr. 
Wilson, and that is one of the problems with which the overhead 
groups are dealing for the future. 

It may well be that some different formula will have to be adopted, 
but we have been proceeding along the basis that I have indicated. 
There is no 100 percent depreciation, at all, and a good number of 
denials entirely; but on a percentage basis, evervone within the 
general field gets treated the same. 

Senator Ecron. Do you have public warehouses under your 
jurisdiction? 

Mr. Knupson. Yes, unless they have to do with food-processing 
plants or with food storage, and the Department of Agriculture w ould 
have those. 

Senator Ecron. The reason I am inquiring about it, I have had 
numerous complaints in regard to warehouses and elevators, in Mon- 
tana, complaining that they have not felt that they received the same 
type of consideration that similar businesses received in adjoining 
States. 

Mr. Knupson. You mean grain warehouses, for the most part? 

Senator Ecron. Yes. 

Mr. Knupson. What can you say about that, Colonel? 

Colonel Henvon. I am familiar with that, because I have been 
talking with representatives of the grain storage people in Montana, 
and they said that no Montana grain storage, as of the present time, 
has been certified. 

That is correct. In checking the numbers, though, I find that no 
certification has been made of any grain elevator any place in the 
United States that was filed subsequent to the Montana cases, but 
those cases are under consideration, and they will be given the same 
consideration as any other storage, I am sure. 

Senator Ecron. Well, I believe in fairness—and that is what you 
would want to do, you know—but I bring this up at this time be- 
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cause I have had complaints, and they might have been misinformed 
when they made their complaints to me. 

Mr. Knupson. We would be glad to have you pass them on to 
us, and we will certainly weigh them for everything that they are 
worth, Senator. 

Senator Ectron. Very well. Now, may I ask, after you give these 
certificates and after you certify these certificates for the purpose of 
accelerated depreciation, is that reviewed by the Treasury Depart- 
ment? 

Mr. Knupson. No, it is reviewed by the Defense Production 
Administration. We certify, or we recommend the certification, 
and they actually do the certifying. Our record has been pretty clean 
in that respect, though; they have accepted almost all of our recom- 
mendations and denials. 

Senator Ecron. And the Treasury Department can either accept 
it or question it, is that right? 

Mr. Knupson. No. After the certificate is once issued by DPA, 
the Defense Production Administration, I think it is final. 


DUPLICATION OF ACTIVITIES 


Senator ELLeNpDER. With reference further to the Office of Trans- 
portation, as I indicated a moment ago, I know that during the 
course of the discussions this morning its representatives did mention 
something about coordination of transportation as a whole, and | 
notice here in the justification it says: 

The Office of Transportation will assist the Under Secretary not only in the 
development of over-all transportation policies relating to mobilization, but also 
ascertaining and reviewing the transportation plans. 
and so on. 

Then over here on another page, they say that the primary 
responsibility is with respect to functions relating to civil aviation. 

Now, this morning they also emphasized the necessity or advantages 
of coordinating warehousing storage, so that those facilities can be 
used to the fullest extent. 

To what extent does the work that they do with respect to ware- 
housing and storage interfere with or overlap, your functions? 

Mr. Knupson. So far, it has not interfered with or overlapped at 
all, and we have had no representations from them, and we have 
worked out our own interests 100 percent. 

Senator ELLenpeR. And you have charge of it? 

Mr. Knupson. Yes, sir. 

Senator ELuenper. And you are the one that determines how 
these facilities can best be used? 

Mr. Knupson. That is what it says in the Executive order that 
President Truman signed for DTA. 

Senator E.uenper. If that be true, what function is covered by 
them? 

Mr. Knupson. Much of the authority exercised by DTA comes 
from the Interstate Commerce Commission Act. That is responsible, 
not to the President, but to the Congress of the United States. And 
that is a great democratic safeguard. 
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Senator Extenper. I am not just trying to lead you into testimony 
against or in derogation of other testimony that was given by the 
Office of Transportation in the Commerce Department; however, we 
have a duty to perform here, as you have heard Senator McKellar 
often say, in appropriating funds. Necessarily, if there is a duplica- 
tion of the work done, as you say, under your department—where you 
have entire charge of warehousing and storage so that the maximum 
use can be made of the facilities we have available, then for another 
agency to do the same thing that you are now doing, that, to me, 
spells out more or less duplication. 

Mr. Knupson. Let me put it still another way, Senator. 

Senator ELLenprrR. Do you not agree with me? 

Mr. Knupson. I do. The Defense Transport Administration is a 
facsimile duplication of the Office of Defense Transportation in World 
War II. It is supposed to do what the Board did in World War I, 
that is, the McAdoo railroad set-up in World War I. We are not at 
war, and we are in a defense situation. And both of these agencies, 
in World War I and World War II, worked out well without necessary 
regard to anything that was being done in the Department of Com- 
merce, or any place else. 

We take note of the fact, and serious note, that the President’s 
letter to the Secretary of Commerce and the Reorganization Plan 21 
did direct the Commerce Department, or pursuant to which the 
Commerce Department operates in this field, to take certain super- 
visory overseership of transportation throughout the executive depart- 
ment. And now, maybe that will be going on long after DTA is dead 
and buried, and I wish it could be tomorrow and I would like to get 
back to my office as Commissioner and get all of this business behind 
me. But as far as our day-to-day activities are concerned, we can get 
along with them or we can get along without them, and that is just as 
plain as I can put it. 

Senator ELLeENpER. What the witness has in mind is with reference 
to the Office of Transportation of the Commerce Department? 

Mr. Knupson. I will say this, that Mr. Del Rentzel and Mr. 
Hollar, men that appeared before you this morning, they are estimable 
gentlemen and they are doing a very fine job under the authority that 
they possess over there. 

Senator ELutenper. I do not deny that. They were eloquent in 
their plea for funds in order to carry on. But I can see, from what 
you said, if you have charge of these things and if it is your duty to 
see that these facilities are used to the ultimate, what good is it to 
have someone to come back of you now and tell you, “Well, it ought 
to be done this way rather than that way.” It strikes me that with 
the funds you have—you said that you have enough—that you ought 
to be able to do that yourself, and it is rank duplication to have some- 
body else surveying or duplicating what you are doing. 

Mr. Knupson. We are going to do what we think is right. 

Chairman McKe.uar. We are very happy to have you here. 

Mr. Knupson. Thank you very much, and we appreciate your 
courtesy, 
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DEPARTMENT OF AGRICULTURE 


STATEMENTS OF. HON. CHARLES F. BRANNAN, SECRETARY OF 
AGRICULTURE; O. V. WELLS, CHIEF OF THE BUREAU OF 
AGRICULTURAL ECONOMICS; STANLEY ANDREWS, DIRECTOR 
OF THE OFFICE OF FOREIGN AGRICULTURAL RELATIONS; 
EARL W. LOVERIDGE, ASSISTANT CHIEF OF THE FOREST 
SERVICE; W. CARROLL HUNTER, SOLICITOR OF THE DEPART. 
MENT OF AGRICULTURE; R. L. WEBSTER, DIRECTOR OF THE 
OFFICE OF INFORMATION OF THE DEPARTMENT OF AGRI. 
CULTURE; AND RALPH S. ROBERTS, DIRECTOR OF FINANCE 
AND BUDGET OFFICER, DEPARTMENT OF AGRICULTURE 


DEFENSE PRODUCTION ACTIVITIES 


Chairman McKe iar. Do you have a statement that you would 
like to put in or do you want to read your statement? You may do 
whatever you wish. 

Secretary BRANNAN. Senator and Mr. Chairman, I have a short 
statement which I think would express to the committee the problem 
with which we are confronted. Probably it would be best to read that. 

The privilege of testifying before this committee is one of my wel- 
comed responsibilities. The Department always benefits from the 
discussions these meetings stimulate. 


BREAKDOWN OF 1952 BUDGET ESTIMATES 


This request for $5,100,000 is for the principal purpose of placing 
present Defense Production Act functions on a full-year basis, as 
follows: 


Production and Marketing Administration v nae ctce Slee 000 
Forest Service oer L Ps Pa See Bee toe ee 250, 000 
Office of Foreign Agricultural Relations. ._.-.........-._-__---_- 150, 000 
Darna ef peste eonomies:. 2. <n o eneaowk eo 300, 000 
OO ae eee a panel’ eee aa ad 80, 000 
Office of Information __- fo ate ed cee. Sit emits tea 110, 000 
Office of the Secretary -_--- - -- SE a see des Jao 60, 000 


PRODUCTION MARKETING ADMINISTRATION 


By far the greater part of the amount requested—over 80 percent 
is needed for work to be done in PMA. This work falls into two 
categories: (a) Assisting farmers and food processors to obtain neces- 
sary materials and facilities; (6) work in food requirements and alloca- 
tions, including the determination of minimum prices for price con- 
trol purposes in the agricultural field as required by law. 

I know it is not necessary for me to spell out to this committee the 
vital importance of having food and other agricultural commodities 
required in the defense effort available in the quantities, types, and 
places needed. But I do want to make the same brief comment on 
this point that I have often made before, namely, that a fighting man 
without enough of the right kind of food is handicapped just as much 
as he would be without enough of the right kind of ammunition. 
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In the same way, a defense production worker without enough of 
the right kind of food may be handicapped just as much as he would 
be without the right materials or tools. 

Moreover, the latest estimates we have available indicate that 
roughly half of the basic raw materials used by our entire economy 
are produced on farms. 

If agriculture is to do its job effectively, farmers must have the 
machinery, fuel, repair parts, fertilizer, lime, and other supplies they 
need. They must also have guidance as to the kinds of quantities of 
food and fiber that are needed by the Nation in this defense period. 
And our responsibilities in the price field must be carried out fully 
and efficiently. 

These are the specific tasks which have been given to PMA in 
addition to its basic program of work; these are the jobs for which 
we are requesting a supplemental defense appropriation. ” 


POLICY AND GUIDANCE STAFF 


The defense tasks of the other agencies for which funds are re- 
quested are of no less importance than those which I have just men- 
tioned for PMA. In fact, many of these defense tasks are inter- 
related. For example, I have been using a small staff in my immediate 
office to assist me in over-all policy development and to give guidance 
to agencies of the Department which have been delegated operating 
responsibilities under the Defense Production Act. Through use of 
the staff it has been possible to maintain close working relationships 
with the Office of Defense Mobilization and the other defense agencies 
and liaison with farm organizations and agricultural industries. The 
staff also directs the operations of the National Agricultura] Mobiliza- 
tion Committee and its Policy Board and those of a similar committee 
in each State and agricultural county in the United States and Terri- 
tories. Consequently, this small unit is completely indispensable 
to the proper fulfillment of our responsibilities. 


HOUSE ACTION 


As you know, the House committee recommended appropriations 
for the Bureau of Agricultural Economics, the Office of Information, 
and the Office of the Secretary in the amount of $290,000. It did not 
recommend an appropriation for the other agencies, but it did provide 
for absorption, by the Production and Marketing Administration, of 
requirements through the use of regular funds. 

When the entire House acted on this matter, it eliminated the recom- 
mended appropriations for BAE, Information, and the Secretary’s 
Office. The language of section 1312 of the bill as passed by the 
House would, however, permit the absorption of the necessary cost of 
defense functions assigned to PMA. 


ABSORPTION OF HOUSE CUTS 


Virtually the only appropriation available to the Department for 
absorption of these costs is section 32, or the appropriation for “‘Re- 
moval of surplus agricultural commodities’, and in view of the state- 
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ments in the House hearings and report on this bill, I assume that the 
use of section 32 funds for specific PMA defense activities is, unless we 
are advised otherwise, in accord with the wishes of the Congress. As 
for the defense activities of the other Department agencies under the 
Defense Production Act, however, the intent is not so clear. We are 
not certain whether section 32 funds could be transferred to meet 
such expenses in the agencies other than PMA. 

If not, the question arises: Can these defense functions be met by 
each agency out of funds appropriated to it for its regular and basic 
program activities? 

I feel that this question can only be answered in the negative. 

There are several reasons. ‘The first is that virtually all the present 
programs that the Department is carrying on are defense programs. 
To take essential funds from one vital defense activity in order to 
give theni to another defense activity, equally as vital but not more 
so, would probably mean an impairment of both programs and effec- 
tive operation of neither. ‘The current activities of the Forest Service, 
the Office of Foreign Agricultural Relations, the Bureau of Agricul- 
tural Economics, the Offic ‘e of the Solicitor, the Office of Information, 
and the Office of the Secretary are all directed toward more efficient 
production, and more effective conservation and use of agricultural 
resources—in other words, these activities are all directed toward a 
sound national defense. 

As the House committee said in its report, the Department of 
Agriculture-— 
through its efforts to expand and correlate agricultural production, has become 


the hub of all the defense effort. Both our military and our civilian economy 
rest on an adequate supply of foods and their proper distribution. 


RELATIONSHIP OF AGRICULTURE TO DEFENSE PROGRAM 


In this connection I should like to point out that a closer relationship 
exists between agricultural efficiency and military power than we 
customarily recognize. The people of the United States are consum- 
ing on the average about 13 percent more food per person than they 
did before World War Il. In addition, our Armed Forces are taking 
a large slice of our farm production. Besides, we are shipping 5) 
percent more farm products in foreign trade than we did in prewar. 
And yet the proportion of our working population that is engaged in 
agriculture is 36 percent less than it was in the 1935-39 period. 

We produce the food and fiber we need foc good diets, for military 
requirements, and for shipment to friendly foreign nations with only 
about one working person out of eight actually engaged in farming. 
In other countries the proportion of the working force that is em- 
ployed in agriculture ranges all the way up to 88 percent. Our 
manufacturing industries, in contrast with those of many other 
countries, have been able to grow because a smaller and smaller 
proportion of our population is required to produce such _ basic 
necessities as food and fiber. 

This efficiency of our agriculture is one of the basic reasons why the 
numerical advantage in manpower possessed by China and the Soviet 
Union is less important than first appears. True, they have far more 
people—but a far larger proportion are tied to the land, because. if 
they leave the land, they will starve. This is why our basic farm 
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programs, which have done so much to increase the efficiency of 
American agriculture, are essential. 


DEFENSE ACTIVITIES NOT FINANCED FROM REGULAR BUDGET 


Another reason why these defense functions cannot be financed out 
of basic program funds without serious injury to the basic programs is 
this: The Department is already operating with tewer personnel and 
under a smaller budget—despite the decreased buying power of the 
dollar—than it was prior to World War II. On top of this, the 
appropriations under which our regular programs are to be carried 
out for the 1952 fiscal year have been cut back still farther. We are 
somewhat like a rope which is continually being snipped off, but 
which is expected to reach farther than ever alter each cut. 

A further difficulty arising from the disallowance of funds for 
defense activities would be the fact that obligations have already 
been incurred in good faith under Public Laws 70 and 79. Under 
these laws, temporary appropriations for the months of July and 
\ugust were made available to the Department for carrying out 
Defense Production Act activities for those 2 months. We estimate 
that obligations incurred under these appropriations by all the 
Department agencies involved totaled more than $567,000 as of 
— 31. Under the act approved August 29, 1951 (Public Law 

2) we are also incurring obligations in Septe smber. 

"These obligations were incurred, | repeat, in good faith. They 
were contracted, pursuant to law, in the best interests of national 
defense, at a time advantageous to the defense program. The lead 
time in agricultural production is as long as in many other industries. 
These were obligations with respect to which the Nation could ill 
afford to delay. We feel, therefore, that these commitments especially 
should not have to be absorbed out of regular agency appropriations, 


LANGUAGE RESTRICTION ON AVERAGE PAY OF EMPLOYEES 


Before summing up, let me mention two specific provisions of the 
House bill which cause us considerable concern. One is section 1313, 
which would hold the average pay of employees under defense appro- 
priations to a level not greater than the average for employees under 
regular appropriations. In effect, this would restrict the proportion of 
highly trained technical and professional employees in the defense 
effort, a good many of whom must be drawn from private industry. 
Much of the defense work is being done by specialists, agricultural 
economists, and top administrative personnel who are working part- 
time on other activities. The stenographie and clerical activities re- 
quired are relatively less extensive. The fact is that a large part of 
the stenographic and clerical work connected with activities under the 
defense production work is “contributed”? by personnel whose salaries 
are chargeable to regular appropriations. : 


LANGUAGE RESTRICTION ON INFORMATION FUNDS 


The other provision I want to mention is section 1314, which pro- 
vides that only half of any funds for defense information work can be 
used for information in this country. For any mobilization effort to 


88249—-51——_59 
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succeed, the people of this country must understand the programs. 
Therefore, communication between the responsible Government agen- 
cies and the citizens is an absolute essential. 

Information work should be no more restricted than is the adminis- 
trative job that it aids and supplements. 

I should like to sum up my testimony as follows. 

We feel that it would be better fiscal policy to appropriate direc] 
the funds needed. We can, however, accommodate our requireme sia 
to the comment in the House committee report indicating that the 
needs of PMA could be met by transfer of funds. It should 
stressed, however, that provision must also be made with respect to 
the other essential activities of the Department under the Defense 
Production Act. If the Congress in its final action decides that the 
entire defense production costs of the Department should be absorbed, 
this could be done by transfer of section 32 funds, and that should | 
made clear in the congressional action on the bill. 

Thank you, Mr. Chairman. I went through that as rapidly as | 
could, but because there were some technical matters to be presented, 
I thought it best to present them that way. 


COTTON CEILINGS UNDER DEFENSE PRODUCTION ACT 


Senator Maypank. I wanted to ask the Secretary one or two ques- 
tions about this Defense Production Act. I notice on page 3, you 
say it will give you a greater relationship to the Office of Defense 
Mobilization and the other defense agencies and liaison with farm 
organizations and agricultural industries. 1 believe exactly what thie 
Secretary said to us when he went down there that morning about 
putting cotton in the loan. That is what I am referring to. Now, 
the cotton market has gone up about a cent a pound since then. 

Secretary BRANNAN. “A little more than that. 

Senator MaysBanxk. Now, they talked about stockpiling cotton and 
I understand your mind is still open on that. 

Secretary BRANNAN. Yes, sir. 

Senator Maypank. But what I am calling to your attention was 
this fact, that I do hope that we can do something to have these 
defense agencies at least listen to the Secretary of Agriculture insofar 
as cotton is concerned. I am bringing that up because we discussed 
it the other day, and now they are ‘thinking about putting ceilings on 
cotton goods. That is just an indirect slap at the cotton farmer, and 
you cannot get around it otherwise, because as Senator George said 
the other day, I do hope that there will be no misunderstanding that 
this PMA money—and PMA is doing a good job in my State and 
they put some 30,000 bales of cotton under loan in my State. Can 
you use the money to keep telling these people to put cotton under 
loan, or as you suggest? 

Secretary Brannan. W e can, sir, and I point that out. 


INFORMATION PROGRAM 


Senator Mayspank. Because these labor organizations, and with «ll 
due respect to them, they have got their own people to talk on the 
radio every night, and the farmers unfortunately, 6 million of them, 














ms 


en- 


his- 


‘tly 
hits 
the 
bye 
LO 
hse 


the 


V, 


(> 





SUPPLEMENTAL APPROPRIATIONS FOR 1952 929 


they are individuals and they are going to have to depend upon the 
Bureau of Agricultural Economics. 

Secretary Saamnan Senator Maybank’s point, also, goes to the 
language in section 1314. 

Senator Maysank. If you cannot give farmers information, I do 
not know where they are going to get It. 

Secretary BRANNAN. After all, Senator Maybank, the very first 
language by which the Department was created said that 1t was 
established to acquire and disseminate information on agriculture in 
the broadest sense of the word. 

Senator Maysank. I have not seen any information from the 
Department of Agriculture against the Congress of the United States 
as | have seen from some of these agencies ‘around here. That is all 
that I wanted to say on that subject. 


RATE OF EXPENDITURES 


Senator ELLtenpEr. Mr. Secretary, will the amount that vou are 
now asking give vou the same amount per month that you are now 
spending for these activities, or do you expect to increase that? 

Secretary Brannan. The continuing resolutions held our expendi- 
tures per month at the same level as they were in June. 

Senator ELtenper. That was almost $300,000 a month, am I 
right? 

Secretary BRANNAN. A little over $300,000 per month. 

Senator ELLENDER. Now you have 9 months left. 

Secretary BRANNAN. That is right. 

Senator ELLENDER. So that that will be $300,000 times nine, and 
you are asking for considerable more than you are now spending. 

Mr. Roserts. While the total amount of the estimate is slightly 
less, Senator Ellender, than we spent for this purpose in 1951, there 
are activities in two or three areas which it is proposed to expand, 
and they are primarily in PMA. 

Senator ELLenper. So that your answer is that the amount that 
you are now asking is for an expenditure in excess of the rate you are 
now spending per month. 

Mr. Roserts. That is correct. 

Senator ELtenper. As I understand, most of the money that you 
are asking for PMA is to be used in order to obtain the necessary 
fertilizer, insecticides, and machinery, and things of that kind? 

Mr. Roperts. That is right. 


AMOUNT ALLOCATED TO PRODUCTION MARKETING ADMINISTRATION 


Senator ELLenpER. Would you say that the major part of this 
$4,150,000 that you are asking for PMA is to be used for that pur- 
pose? 

Secretary BRANNAN. I would say substantially it is, Senator. As 
a matter of fact about $2,076,000 will be used for that purpose. We 
do have at the same time the necessary supporting job of actually de- 
termining what is required by the agricultural production job. The 
deve lopment of information in basic statistics without Silick we can- 


not go to DPA or NPA, and secure anything, is another substantial 
part of the job. 
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Senator ELLENDER. Would you tell us what the rest of this is to be 
used for, that is, you say $2,076,000 is to be used for these programs 
of securing more machinery and insecticides and so forth. . 

Secretary BRANNAN. You are referring to the PMA part of the job? 

Senator ELLENDER. Yes, sir. 

Secretary Brannan. As you are probably aware— 


HOUSE ACTION 


Senator ELLenpER. The reason we would like to get the details 
regarding that is that the House has allowed you $290,000 and sug- 
gested that you use funds that have already been appropriated. In 
order for us to be able to get the facts, i order to adjust this figure 
we want the justification in detail if we could have it. 


SUMMARY OF HOUSE ACTION ON ESTIMATE 


Secretary BRANNAN. Senator, may I go back and just say I think 
we are talking in about the same terms. The House actually allowed 
us the whole $4,150,000 required for PMA activities, but they said 
take it out of section 32 funds. Now, ia addition to that the House 
Appropriations Committee said we will appropriate for Agricultural 
Economics $150,000—we had asked for $300,000; they said we will 
appropriate $90,000 for the Office of Ionformatioa—we had asked for 
$110,000; and they said we will appropriate $50,000 where we asked 
$60,000 for the Office of Secretary. 

Now, the other items, the Forest Service, Foreign Agricultural 
Relations, and the Office of the Solicitor, they proposed to appropriate 
nothing in the House committee bill. As you will recall, when the 
bill came to the floor of the House, all of the sections of the bill which 
increased appropriations for the old-line agencies were knocked out of 
the bill by one motion. It wasn’t directed against the Department of 
Agriculture particularly, it was directed against a whole series of non- 
defense agencies, so called. 


UTILIZATION OF SECTION 32 FUNDS 


But the provision with respect to the transfer of section 32 funds 
for PMA activities remained because it was in another part of the bill. 
Therefore, as it now stands, and if the bill as it came from the House 
were adopted, we would be able to use $4,150,000 of section 32 funds 
to finance PMA’s Defense Production Act functions, as we under- 
stand the bill. There is a question in our minds whether or not we 
could use— 

Senator ELLenpeER. Right at that point, suppose that the Senate 
should retain that language in the bill. What functions that are now 
carried on under section 32 would suffer by reducing those funds, that 
$4,150,000? 

Secretary Brannan. None, Senator, because the transfer would be 
made from the total amount of section 32 funds which are availabi 
for salaries and expenses. You remember section 32 funds are avail- 
able for two main purposes, one is the stimulation of exports of com- 
modities, and we have not had to engage in that very much lately. 
Second, there is the disposal of surpluses, and our activities in that 
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field have not been very extensive recently. So the Congress in 1949 
passed a law amending section 32, allowing the balances to accumu- 
late to $300 million. Therefore this really would not impair any 
operation conducted under section 32 for the immediate future, 
as we see it. 

Senator ELLENDER. Then, if the Senate should agree to the House 
provision, and let it remain as is, it is your judgment that you could 
utilize that and you would of course have enough to carry on since 
it is the full amount that you are asking for. 

Senator Ecron. You mentioned these commitments, these obliga- 
tions, Mr. Secretary, that you have already had to put into effect 
under the law. What is the nature of those commitments? Is that 
under the loan program? 

Secretary BRANNAN. No, Senator, I am referring to the three con- 
tinuing resolutions which the Congress adopted in lieu of having 
been unable to enact all of the appropriation bills before June 30. 
You said “‘go ahead and use funds at the same rate’’ for, first, the 
month of July, next, the month of August, and next, the month of 
September. Because much of this job which we are talking about 
here must be done when it comes up; for example, the determination 
of the wheat program and the flax program and many other things, 
and carrying on all of our liaison work with NPA and DPA, we have 
just gone right ahead discharging those responsibilities, and accumu- 
lating the information which we need to handle the balance of the 
programs and functions for the year. 


SECRETARY S DEFENSE PRODUCTION STAFF 


I might say, Senator Ecton, in my own office, under this appropri- 
ation, there are six people. Two of them are consultants—one of 
them a consultant from industry who runs a John Deere agency in 
South Dakota. The other one is a technical expert on fertilizers. 
These two gentlemen are on a WAE basis; they are not regular em- 
ployees, but are paid for the days they actually work. They put 
together and carry over to NPA and DPA our special needs, eam as 
in the case of our effort to get 500,000 additional tons per year of 
nitrogen. We presented that and carried that case to fruition. "The 
factories actually aren't started but we have some hope that they will 
be because they have beenapproved. In July, August, and September 
that work was at its height because we were really in a show-down 
as to whether or not we could prove that we needed 500,000 tons of 
new nitrogen in the country. We did eventually show that need to 
the satisfaction of Mr. Charles Wilson and the rest of his people. 
The same is true in the field of insecticides and farm machinery. 
This year I am very proud to say that the supplies of machinery 
have been with one or two exceptions—tractors, cotton pickers and 
one or two more—thoroughly adequate. But that does not mean 
that they will be next year, and we are already facing a very tough 
fight to be sure we get enough steel for machinery next year, 


STEEL SUPPLY FOR FARM MACHINERY 


Senator Ecron. I certainly hope you put the pressure on sufficiently 
to get enough steel for repairs. That was the worst bottleneck that 
agriculture had in this country during the last war. 
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Secretary BRANNAN. It certainly was. 

Senator Ecron. As long as you can get repairs, you can keep these 
mechanized machines in operation, but I will tell you, the last war 
years brought it to the point where you could not get repairs and, of 
course, we all know we could not get any new equipment either, but 
it seems to be repairs is the secret of it. If the American farmer can 
get repairs along, he will maintain this production and one in every 
eight will produce enough food to supply the whole country, if he can 
get repairs. 

Secretary Brannan. May I make just two comments about 
it. One is that Senator Ellender has planned some very extensive 
hearings which I think are going te help us a great deal. And the 
second one is that parts without some machinery get you in a lot of 
trouble because the dealers out in the country can make machines 
out of parts; and that is where our parts disappeared during the last 
war. There was a good supply of parts for a while, but they made 
machines out of the parts. They sold them at fantastic prices. They 
were expensive machines when made out of parts at parts costs. 
So we have to drive not only for parts, but for machines as well, and 
we are going to drive hard for both of them. 

Senator Ecron. I noticed a news release the otber day, and it 
intimated that there was more machinery now, especially harvest 
machinery, than could be absorbed, and the agents were saying, “Well, 
we have a lot of combines but now the next thing is to get the farmers 
to come in'and buy them.’* I think that those kind of statements that 
go out are unfortunate. 

Secretary BRaNnNAN. They are, and, Senator, I would be willing to 
bet you you won’t find an article like that in a newspaper by the end 
of the harvest season, either. The farmer doesn’t come in and buy 
his equipment unless he sees the need for it, especially if he buys it 
in the dealer’s lot. 

Senator MayBank. I only wanted to say this, that Mr. Wilson was 
in here the other day, the other morning, and Senator McKellar 
was here and I know he mentioned the same thing, and that is one 
thing about information. Anything that can appear in the paper 
apparently at times to hurt the farmer w ill appear and Mr. Wilson 
suggested that he granted sufficient steel to the machinery manu- 
facturers or to agric ulure and that was the substance of the statement 
and then to put all of this in the paper because somebody who wanted 
some steel for something else, probably, and didn’t get it, but I under- 
stand that that is what the farmers need. 

Senator Ecron. If agriculture in America is 100 percent mechan- 
ized, practically, now, you have to have the machines. 

Senator Mayrank. The publicity in the metropolitan press is 
usually a little adverse to the farmer and I say it. 

Secretary Brannan. I would like to make another comment that 
I think would be interesting to this committee: Senator Maybank 
and I were down in his State, during which I had a very pleasant 
time. We learned down there that California cotton producers had 
come in to South Carolina and in 1 day one man bought 12 cotton 
pickers and was moving them to California. Farmers themselves arc 
adjusting their machinery supply, and it is costing some of them more. 
They were paying more for the machine in South Carolina than the 
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South Carolina man paid for it when he bought it, and they were 
transporting it out to California. 

Senator Mayrank. They have got a large crop in California. 

Secretary BRANNAN. And the crop was of the kind which would 
not adequately work with the machines they had on hand, and so 
farmers making their machinery adjustments and they are going on 
all of the time. There is great flexibility in the whole machinery 
business if we can just keep a reasonable adequate supply out there 
all of the time. 


UTILIZATION OF SECTION 32 FUNDS 


Senator ELLENDER. Now, Mr. Secretary, going back to the question 
of appropriations, as I understood you a moment ago, | think you 
stated that if the Senate permitted the language in the bill that came 
from the House to remain, with respect to the use of section 32 funds, 
you can use for production and marketing $4,150,000. 

Secretary BRANNAN. Yes, sir. 

Senator ELLENDER. Can the same method be followed as to some 
of the other appropriations that you are asking here, and, if so, which 
ones, and how much? 

Secretary BRANNAN. Senator, the answer to that is something of 
an ambiguity, arising out of this fact: The House committee said, 
use transferred funds for certain things for which appropriations are 
not made to you. Then they went further, and appropriated for 
BAK, for the Office of Information and for the Office of the Secretary, 
so the record is subject to the interpretation that they did not intend 
that we would use transferred funds for those purposes or they would 
not have appropriated for them. The transfer language is broad 
enough to inelude all of these, but the record is ambiguous. 


HOUSE ACTION 


Senator ELLENpDER. If I understand this statement before us, that 
was prepared by the committee here, the committee recommended 
and appropriated $150,000 for Bureau of Agricultural Economics 
functions, but when the bill was passed thet was stricken out. It 
allowed nothing for Forest Service—that is, the committee didn’t nor 
did the House—and the committee allowed nothing for Foreign 
Agricultural Relations, nor did the House; and the same with respect 
to the Solicitor’s office, for neither the committee nor the House 
allowed that. As to the Office of Information, and the Office of the 
Secretary, you were allowed by the committee $90,000 and $50,000, 
respectively. Now, is it your view that unless the Senate actually 
authorized these amounts to be transferred and thereby put them in 
the same category as the figure of $4,150,000, that you may not be 
able to use that? 

Secretary BRANNAN. That is right, and that can be done in two 
Ways as you well know. 

Senator EttenpER. In other words, what we could do is to appro- 
priate the amount that we think ought to be appropriated, or permit 
you to utilize section 32 funds. 

Secretary BRANNAN. That is right. 

Senator ELLENDER. Would that be satisfactory? 
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Secretary BRANNAN. Yes, sir. 
Senator ELLenprerR. Now the language as I understand you, is 
sufficient, provided that this ambiguity to which you refer is cleared, 

Secretary BRaNNAN. That is right. 

Senator ELLENDER. That is, that we actually authorize the transfer. 

Secretary BRANNAN. That is right, and the ambiguity is in the 
record and not in the language, and therefore it can be clarified in the 
record, without touching the language in the bill. Now, Senator, | 
would just like to say that we feel as though direct appropriations 
would be the more desirable way, but if, in the discretion of the com- 
mittee, the transfer of section 32 funds is in their opinion the desirable 
way, then we certainly want to cooperate. 

Senator ELLENDER. You say you have the funds on hand, set aside, 
and it might look better for us to utilize them rather than go through 
the Treasury barrel—we have already gone through it so many times 
now. 

Let me ask you this. I wonder if you would be a little more specific 
as to the justification for those items that have been excluded by the 
committee. 

Chairman McKetiar. Which items are they? 

Senator ELLenper. The first one is Forest Service, and that was 
excluded both by the committee and the House. 

Secretary BRANNAN. Senator, for that purpose, so that you might 
have the best statement possible, I have asked representatives of all 
of the agencies concerned here to come and if you would like to start 
on the Forest Service, | would like to ask those people to go into that. 

Senator ELLENDER. You are satisfied with the way the transfer 
provision has been handled in the House bill. 

Secretary BRANNAN. Yes, sir. 

Senator ELLENDER. | do not think that there is any use of going into 
that, unless somebody else on the committee desires it. 


Forest SERVICE 


FIELD INVESTIGATIONS ON DEFENSE LOANS AND TAX AMORTIZATION 
APPLICATIONS 


Mr. LoveripeGr. I am E. W. Loveridge, Assistant Chief of Forest 
Service. The NPA is calling on the Forest Service for two special 
types of work: One, for field examinations and reports on loans, and 
on tax amortization applications from the forest products industries, 
chiefly for such costly manufacturing plants as pulp and paper mills, 
and plywood factories. 

The value of the plant expansion proposed involves over 114 billion. 
More than 275 applications, mainly for tax amortization, have been 
referred to the Forest Service for field investigation and report on 
the adequacy of timber resources to support planned Scrat 

Unchecked or unguided expansion could easily result (@) in accel- 
erated depletion of timber-growing stock with serious consequences 
not only to industry but to the land itself, and (4) in possibly heavy 
losses to the ‘Treasury from the loans and tax amortizations involved 

The proposed expansions would provide an additional 6 million 
tons of pulp, and a billion square feet of plywood and other products 
annually. This would be a 50-percent increase for plywood. 
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STUDIES CONCERNING MATERIALS ALLOCATIONS 


The second special type of work of the Forest Service for NPA, 
and other defense agencies, includes a varying volume of special 
studies. For example: A comprehensive survey of the needs for 
equipment, supplies, and manpower by the forest products industries. 
This is to provide basic information for priorities and other defense 
programs. Other technical studies include an appraisal of expansion 
possibilities in the softwood-plywood, hardwood veneer industries, 
sources of piling, and the supply requirements situation for strategic 
imports suc ‘h as tannin, mahogany, et cetera. 

The Forest Service is also designated the certifying agency for 
access roads to develop timber resources needed by ‘the defense pro- 
gram, Whether or not such roads are to be on national forests. This 
will require special resource studies, working closely with the Bureau 
of Public Roads. 

REGULAR PROGRAM WORKLOAD 


As the Secretary has pointed out, to take funds to do this work from 
appropriations provided for other essential activities ‘would probably 
mean an impairment of both programs, and effective operation of 
neither.”” For example: The Forest Service timber sale business is 
booming. The volume of timber cut from the national forests last 
year was almost twice as great as in 1945. Receipts from sale of 
timber, in July this year were 50 percent higher than for the same 
month only 1 year ago. Consequently, and as Senators Russell and 
Cordon suggested to “the Senate while our regular appropriation bill 
was under consideration, a request for a deficiency appropriation will 
doubtless be necessary if the expanding timber : sale business is to be 
taken care of. Forest fires still continue to burn up entirely too much 
of our national forest timber. Great areas of national forest timber 
which could and should be cut are inaccessible, thus depriving the 
country of needed forest products, and depriving the Treasury of 
needed financial returns. Additional funds are needed for all these 
purposes. Diversion from them to finance the defense production 
activities would therefore be very undesirable. However, there is no 
questioning the higher priority of the defense production activities. 
Consequently, in case additional funds cannot be made available in 
this bill for such work, we join with the Secretary in urging that we be 
clearly authorized to use other funds for this purpose, regardless of 
the effect it may have on other activities. 


TRANSFER OF DEFENSE FUNDS 


Senator ELLENDER. It is my recollection that this committee has 
authorized certain defense agencies to transfer some of their funds to 
get some of this special information from various departments. Now, 
why does not this apply to the Forest Service? 

Mr. Loveripecr. I know of no such authorization; there may be, 
Senator, and I don’t know about it. 

Senator ELLENDER. We appropriated quite a large sum for various 
departments here, so that they can use the transfer to, let us say the 
Labor Department or some other department of Government, to get 
special information. 
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Senator MayBanx. We did it in some bills but I don’t think we did 
it in agriculture. They claim that they could save money if we did 
that, in independent offices, and that was my memory, but in tlic 
Department of Agriculture, as I remember it, I don’t remember that 
being in. 

Chairman McKe tar. If that was in one office, it would be «| 
right, or the Labor Department, but I think there should be no changes 
from one fund to another. 

Senator MaysBank. We should not appropriate money to the State 
Department and have it turned over to the Department of Agricul- 
ture, or anything of that kind. 

Senator ELLENDER. The reason I asked the question was to make 
certain that no funds be authorized for that purpose. 

Mr. Roserts. You will remember, Senator Ellender, that when 
the Defense Production Act was first passed, the Congress appro- 
priated a lump-sum appropriation available to the President for 
allocation to carry out those activities until Congress came back into 
session and could take a look at the operation. Those funds were 
allocated to the several agencies of Government, at the beginning of 
the Defense Production Act activities, and they were allocated through 
about April of this last spring. 

Chairman McKetiar. Nothing has been done since that time and 
we should do it in one appropriation. 

Senator ELLENDER. Have you had requests for this information? 

Mr. LovertnGe. We have had a great number of requests for this 
information. 

Senator ELLENDER. Have vou been able to furnish any of it? 

Mr. LoverinGe. We have had funds available over the past year, 
yes, sir; and we are now operating under the continuing resolutions 
which the Secretary mentioned. 

Chairman McKe tar. I do not think it would be any objection to 
putting it into the Department of Agriculture. 

Secretary BRANNAN. That is w hat we are asking for, Mr. Chairman. 

Senator Maypank. And the same thing would be for B AE, and if it 
was not for BAE, there is no telling what the metropolitan press would 
tell us about the farmers. 

Senator ELLenper. If I understand you, funds have been author- 
ized and you have been expending them up to now. 

Mr. LoveripeGr. That is correct. 

Senator ELLENDER. And how long will this fund be available? 

Mr. LoveripGe. Until the continuing resolution concludes at the 
end of September. 

Senator ELLENDER. So that in the event we do not provide these 
funds, you are going to have to do away with this activity. 

Chairman McKe tar. I think it should be done and it should be 
done in this bill. 

Senator ELLENpER. I think so, too. 

Chairman McKe tar. I think it would be wise if you would have 
the writing of such an amendment sent up to us. 

Senator ELLENDER. Would you fix that up? 

Mr. Loverinee. All right, sir, I understand the Department wil! 
take care of that. 
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OrriceE oF ForreEIGN AGRICULTURAL RELATIONS 


ALLOCATIONS OF PRODUCTS ABROAD 


Secretary BRANNAN. Would you like to proceed with the Office of 
Foreign Agricultural Relations? Mr. Stanley Andrews, Director of 
Office of Foreign Agricultural Relations. 

Mr. ANpDrEws. Mr. Chairman and members of the committee, the 
work of our Bureau falls in about two areas of activity. In the first 
place, throughout the world there are agricultural attachés who are 
supposed to keep track of practically every product of the soil. That 
information comes into our office from over 150 areas of the world. 
When the United States is selling products abroad or has something 
to allocate abroad, such as wheat and cotton as we had in the past 
vear, our office compiles the data on the stock levels of all of these 
countries. As an example if England asked for so many thousands 
of bales of cotton when we haven’t got that much, we find out how 
much cotton they really have and what they have got to have, and 
in that way form the basis for a fair allocation of our products abroad. 

In the case of shipping, when shipping was very, very tight and it 
was difficult to get wheat out of the country anyway, we had the 
reports and studied the stock levels of the various countries to see 
the wheat that they had to have and shipping was allocated on the 
basis of those studies. 

Senator ELLENDER. Do you not do that now? 

Mr. Anprews. Not in the basis of the action programs, sir. We 
do that, and that is a standard operation generally, but here is what 
happens: A committee down in PMA or Mr. Rhoades’ office or some 
operating agency in the Department is going to put out a shipping pro- 
gram and they want it tomorrow and we have got to dig into this 
when it normally would be a normal long-drawn operation. It simply 
takes men to service these day-to-day operation programs. On the 
other side we gather and find information and report to the PMA and 
other parts of the Government on materials which we must have in 
our country to carry out the defense effort—as an example, jute. We 
keep track of the jute crops, the movement of jute and the sale of the 
jute and where the various substitutes for jute are in various areas 
of the world. Jute is tight and the day-to-day movement of that 
product is of vital concern to agriculture. There are other critical 
materials that come in from outside the United States of which we 
keep track. Some 83 percent of the products of the soil declared 
strategical and critical come from outside this country. We are con- 
tinually following their production and movement on an almost day- 
to-day basis. 

The other point is that we keep track of the foreign supplies of 
fertilizer, seeds and insecticides, and farm machinery. Again an 
example, you will have a country here that wants our tractors. They 
will come in through the highest levels and put on pressure for them 
and that eventually comes down to our office to determine whether 
the country first has to have fhe tractors or not and in the second place 
whether the thing is a reasonable deal and we can give advice then to 
the NPA and“the people who allocate machinery. We continually 
scan and keep current for a moment’s notice the fertilizer and insecti- 
cide resources of the world. 
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Senator ExLuenper. Is it necessary for you to gather special 
information in order to carry out your functions? 

Mr. ANpreEws. That is right. 

Senator ELLENDER. Your, new functions? 


PERSONNEL 


Mr. ANprews. Yes, sir. We use clerical help, and it is mostly 
people digging right into the records here which have been sent in 
from all over the world and putting up that information in a form 
which is usable to the action agencies. If you ask something tomorrow 
for Tasmania or Iadia or any other country, we have got a fellow there 
to dig that out. We have got 23 people on this type of work. 

Senator ELLenper. You have imformation that you must 
categorize? 

Mr. Anprews. We have 23 people mostly of clerical nature and we 
are spending at the rate of about $130,000 a year on it, under the 
continuing appropriation. 


RATE OF EXPENDITURES 


Senator ELLENDER. You say that you are spending what now? 

Mr. Anprews. We are spending at the rate of about $130,000 a 
year, that is right; and I think there is $150,000 down here and I will 
be stric ‘tly honest with you on that. 

Senator Ettenper. It pays to be that way. 


Bureau or AGRICULTURAL EcoNomiIcs 
AGRICULTURAL STATISTICS FOR DEFENSE PROGRAM 


Secretary BRANNAN. Mr. Oris V. Wells, Chief of the Bureau of 
Agricultural Economics. 

Mr. Wetus. Mr. Chairman, the Bureau of Agricultural Economics 
is the chief statistical and economic research agency of the Depart- 
ment. We bring together farm acreage, production, price, and other 
statistics and we do a great deal of related service work for the 
Secretary’s office and the various congressional committees. 

A great many of our people are already engaged in defense work, 
and this request for $300,000 is for additional services in three lines 
oi work. First, the Secretary of Agriculture has asked the research 
people in the Department and in the State colleges to make the best 
possible estimate they can of what the potential production of Ameri- 
can farms is and what farmers will need if that potential is to be 
realized. Some portion of this fund is to be used on supplementing 
our regular personnel in doing a better job on that. We are now 
spending at the rate of about $10,000 to $11,000 a month, and part 
of the money is going in to that particular project. 


RESEARCH PROGRAM 


Secondly, the Secretary of Agriculture has asked the BAKE to carry 
1c research load in bringing together information relating to farm labor 
tl h load in bringing together inf tion relating to farm labor 
needs and farm labor supplies in the United States. The largest 











al 








SUPPLEMENTAL APPROPRIATIONS FOR 1952 939 


portion of this $300,000, if it is made available, or whatever sum is 
made available, will I think go into the farm labor field. 

Chairman McKetiar. How much was spent last year or made 
available to you? 

Mr. Wetts. We were spending at the rate of around $30,000 for 
the last quarter of last year, Senator McKellar. 

Chairman McKeuiar. Take it as a whole year, and how much 
did you spend last year? 


RATE OF EXPENDITURES 


Mr. WeLLs. We spent about $53,000. Defense funds were only 
available to us for a few months. P 

Senator ELLeNDER. That is only for one activity, though. 

Mr. We tts. Yes, sir; that was for several activities. We are now 
spending at the rate of $10,000 to $11,000 a month. 

The second problem is farm labor and if defense funds are made 
available we will go forward with some studies or surveys which will 
require quite a bit in the way of field personnel that we do not now 
have the funds for. 

CROP SURVEYS 


In other words, on our regular funds we bave three farm labor 
specialists, but we sadly need a lot more information from the field, 
especially if this farm labor situation gets any worse. 

Finally, the third field covered here is an allowance for the Crop 
Reporting Board to cover the cost of certain special surveys which 
may have to be undertaken in connection with defense assignments. 


PRICE CONTROLS 


Now, again, our State Statistician in every State is already serving 
on the State mobilization committee, and we are supplying the 
PMA and other agencies with any information in our State offices, 
but crop-reporting service has very closely scheduled workloads—we 
can only go so far, and if more than that is asked for someone has to 
put up the money for it. Under the price-control provisions of the 
Defense Production Act, there is, for example, a proviso that in case 
of crop disasters, price ceilings should be adjusted. Such adjustments 
usually call for a special survey. We can carry a few of those on our 
regular funds but not very many, and should the situation get tough 
enough on processed fruits and vegetables and other specialty crops 
where crop conditions change rather rapidly 

Senator Maysank. That is in the Department of Agriculture. 

Mr. Wetus. The Office of Price Stabilization makes the price 
adjustment for crop failure or disaster conditions but every time an 
application was made under similar language to OPA, and some have 
been made to the Office of Price Stabilization, they say “We will make 
the adjustment when you get the Crop Reporting Board to give us 
a note as to how much they think the crop has been damaged.”’ 

If we get a very heavy load of special requests in connection with 
defense work on our crop and livestock reporting service, then we 
must have some supplemental funds. 
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HOUSE ACTION 





We are asking for $300,000 to help work on production adjustments, 
to help work on farm labor, and to cover special defense requests (o 
the crop and livestock reporting service. The House committce 
allowed us $150,000 which, if the present situation remains unchanged, 
would not be unreasonable; but, if the labor situation should get still 
tighter, we could well use the full $300,000. 

‘Chairman McKeuiar. How = did you have last year? 

Mr. We tts. We obligated $53,273, of which we spent $38,501 dur. 
ing the last 4 months. 

Senator Maysank. They gave you $150,000, and that would be on 
the basis of what you spent the last 4 months. 


SURVEYS OF FARM LABOR CONDITIONS 


Mr. We tus. That is about the rate we have been going, but that is 
not providing for any major field surveys and some are needed. 

Secretary Brannan. If I could supplement that, I do not think we 
can anticipate the labor situation in this country to get anything but 
worse from here on, and the serious impacts are going to be in the 
agricultural areas—they are already being felt in the agricultural 
areas, and we just simply won’t be able to know too much about it. 

Mr. Wettis. That is the way I feel; what I am now spending is 
going to have to be cut down when this field study with the State 
experiment stations is finished this fall if I have to run on only regular 
funds. The few specialists on the Washington staff will have to depend 
chiefly on what information they have around or can get from other 
sources; with defense funds we can go to the field and actually find 
out something new. 

Senator ELLenper. All right, sir. ; 

Chairman McKeE ..ar. Anything else you would like to say, Mr 
Secretary? 

OFFICE OF THE SOLICITOR 


LEGAL WORK FOR DEFENSE ACTIVITIES 


Secretary Brannan. Would the chairman or Senator Ellender 
like to hear from the Solicitor? 

Senator ELLENpER. If you please. 

Mr. W. Carrot, Hunrer. ‘The legal work of the Office of the 
Solicitor arises entirely from the activities you have just heard about 
and the $80,000 which is our estimate is an extension of the rate of 
obligations during the last 4 months of 1951. We spent about $48,000 
during 1951 and $80,000 is the sum estimated to be needed in 1952 

Senator ELLENDER. That is over and above your regular appropri:- 
tion? 

Mr. Hunter. Yes, sir. 

Senator ELtenprer. Then the rate that you are asking for is less 
than you have been spending in the past? 

Mr. Hunver. It is at the same rate for the entire year and not 
part of the vear. 

Senator ELLENDER. Four months you mean? 

Mr. Hunrer. Yes, sir. Now, I could tell you in detail of the 
various legal problems that arise, but I will mention only the prin- 
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cipal ones. In the first place, we prepare allocation orders. We 
have engaged in the actual preparation of one for castor oil and one 
for processed fruits and vegetables and also we engaged in the prepa- 
ration of some that were proposed and not issued. We have prepared 
import-control regulations under the Defense Production Act, par- 
ticularly under section 104 of the act, as amended. 

Chairman McKe.uiar. Who prepares the export controls? There 
are a lot of folks down in Memphis where I live who are tremendously 
interested in export controls. 

Secretary BRANNAN. They are all off now, Mr. Chairman. 

Mr. Hunter. There has been considerable work in connection with 
production expansion. In the case of castor beans and kenaf we had 
to make extensive contractual arrangements for expansion of produc- 
tion under the Defense Production Act. We spent a good deal of 
time in setting up advisory committees under the act and working 
with the Department of Justice, to make certain that the plan for 
using these committees was not violative of the antitrust policy. We 
pass on all matters that are committed to the Secretary’s discretion 
under the Price Control Act, such as minimum ceiling prices for agri- 
cultural commodities and differentials for grade, location, and seasons. 
We prepare numerous delegations of authority, and many memoranda 
of understanding with other agencies of the Government relating to 
defense of functions. Those are the principal items and unless you 
want me to go into further detail, I will not do it. 

Chairman McKe .uar. Is there anything further? 


OrFice oF INFORMATION 
DEFENSE INFORMATION ACTIVITIES 


Mr. Wesster. Our information work is divided into two parts. 
One is the work which arises largely from the defense activities of the 
Department itself, and I have a few samples of that. 

This is a chart book called the Agricultural Production Job. You 
undoubtedly have seen it in the form of charts. Our people took the 
charts and wrote text matter with it, and made it available so that it 
could be sent our to people who could not see the chart presentation. 

We are doing a good deal of work on grain conservation, and farm- 
machinery conservation, and we get out materials of this kind which 
we send to our people in the field, who can then carry on the program 
from that stage. 

We have a letter that goes once a week, called Agriculture in 
National Defense, and it is a one-sheet letter that we send to bring 
our field people up to date with what is going on in the Department in 
the defense program. 

Senator ELLENDER. What about information for production goals, 
and things like that? Do you issue those? 

Mr. Wesster. Yes; we do a good deal of that, and we take that in 
stride. These are some of the examples of additiqgnal types of work 
that [ am speaking of. 

Senator ELLenper. The increased workload comes about as a 
result of an increase of these production goals, and an effort to have 
the farmers fulfill them? 
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Mr. Wesster. That is right, and the need for machinery conserva- 
tion, and the better use of fertilizer in the whole general field. 
Here is another publication called More Meat for Defense. These 
are examples of things that we do as a result of the Department's 
own defense work. 
REGULAR APPROPRIATION 


Senator Eun ENDER. How much do you usually spend for that pur- 
pose per year? 

Mr. Wesster. The Office of Information total appropriation is 
$1,215,268. More than half of that is in printing, and then about 
a half of the remainder is for our publications work. The rest of our 
funds are used for press and popular publications, exhibits, and so 
forth. 

Senator ELtenper. Is the amount that you are now asking for 
to be spread or spent solely to employ additional help, or is it to be 
used for other purposes? 

Mr. Wesster. For the amount that we are asking we would employ 
approximately two more than we have, and we have six persons at the 
moment doing this. We would employ two more in what we call in- 
formation staff work, and we have two other items which I would lik: 
to speak about in a moment. The one is the reprinting of farmers’ 
bulletins, and the other is reprinting of motion pictures and making 
more prints available. 

Senator ELLENDER. So that the amount that you are now asking 
for is to employ two more than you now have, plus the reprinting and 
this other work? 

Mr. Wessrer. The motion-picture people will need more people, 
but those are technical personnel. 

In addition to what we do within the Department, as was men- 
tioned here a moment ago, other agencies call on us to do a good many 
things. For instance, in the farm serap drive, which the NPA 
now getting under way, NPA depends upon the Department nt 
Agriculture to handle the farm end of that, and this is one sample of 
some of the literature that we have prepared. 

In addition to this kind of work, we have to spend a good many 
man-hours meeting with these people and making plans, and things 
of that sort. 

The same thing applies to almost any defense agency which wants 
to reach the farmers; instead of trying to go directly to the farmers 
themselves, they come to us in the Department of Agriculture, and 
they say, ““You people have the channels, and will you help us?” 

We do that to the extent that we can. 


ADDITIONAL PERSONNEL 


Now, I spoke of asking for two additional people. One of those 
would be ar, information specialist, and one of the main jobs I would 
want him to do would be to work on bringing some of our publications 
up to date. We have several hundred farmers’ bulletins in the 
Department, which are in constant demand, and in a good many of 
them we have gotten somewhat behind in the subject matter. | 
have one here on Swine Production, which was last revised in 1940, 
and that means today that it is 11 years old. We think that that 
publication should be brought up to date. 
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Senator ELLENDER. Why could that not be done with your regular 
force? Do you not keep your publications current, that is, keep 
the information current? 

Mr. Wesster. Actually, most of the bringing up to date has been 
done by the subject matter people who prepare these in the bureaus. 
They are pretty well trimmed down; and the result is that we have 
not kept them up to date as much as we should. 

We feel that in the defense program, we would be justified in using 
one man who could really go at the’most urgent of these and bring 
them up to date, and get them out. 


FARM BULLETINS 


Senator Ecron. In connection with this news service did not the 
Department put out those kind of releases before we ever got mixed 
up in this defense effort? It seems to me like I have seen some of 
those information bulletins put out pretty regularly. 

Mr. Wesstrer. Yes; but we would not normally be carrying on or 
working on a drive to gather in scrap to help the defense production 
program, and we would not be putting on an intensive program’ on 
machinery conservation, and things of that sort. 

But in this program, we felt that there is the need for some addi- 
tional effort, and that is what we have been doing. 

Chairman McKetuiar. I want to take up one item with the 
Secretary. 

I saw a news item the other day where a lot of mules had been 
sold at a little town for $4 apiece. What do you know as to that? 

Secretary BRANNAN. | would say those were pretty low quality 
mules that were going at that price, even at this time. 

Chairman McKeuiar. Even for a soap works? A good mule used 
to sell for $150. 

Senator ELLeNpER. I used to have some, and I would be glad to 
give them away. 

Wesster. I probably made the point on the bulletins, but 
here is one that has not been revised since 1936, and it is one in very 
great demand, and when vou look through it you find pictures of 
horse-drawn machinery, and things like that. 

Senator ELLENDER. Something I cannot understand is why you 
permit a document of that kind to remain unrevised since 1936 and 
not keep it up to date. Is it because of shortage of funds? And 
why is it necessary to do it now, and why was it not necessary to do 
it 3 or 4 years ago. 

Mr. Wessrer. | think my answer to that is that we tried to bring 
these up as fast as we could, in our regular stride, so to speak. 

Chairman McKe.uar. If they are used for getting these particular 
bulletins out, the demand for the bulletin continues since 1936. 

Mr. Wessrer. If one of your constituents writes in for something 
on dairy farming for beginners, this is all we can give him. 

Senator ELLENDER. You receive a large number of orders from my 
office. I have a big demand for them. But the point I was trying 
to make was why was not the bulletin revised since 1936—that is 14 
or 15 years? 

Secretary BRANNAN. May I answer that, in part? With the out- 
break of World War II, or leading up into it, from 1939 on, there was 
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almost a complete discontinuation of much of our publication service 
We were in a war, or on the verge of a war, and we began to discon- 
tinue our publications, both the business of bringing them up to 
date and, second, the actual publication. 

When we came out, we were still unable to catch up with the total 
task. 

Now, we have rewritten a number of our bulletins, and have 
actually allocated or sort of given them a priority position in terms of 
the amount of demand for them, and then many of them have been 
rewritten but many remain to be rewritten. And now the demand is 
increasing for them because of our increasing demand for production. 

Chairman McKe.iar. You think that we are very wise to have 
this money expended in that way? 

Secretary BRANNAN. This is what the Department of Agriculture 
was created for in the beginning. 

Mr. Wersrer. Sometimes we have to let a bulletin go out of print, 
and we just cannot answer the questions. 

Senator ELLENDER. I want to have it understood that you have 
been keeping them current more or less on a selective basis, and the 
reason why you have not been able to keep them all current, I pre- 
sume, is because of lack of funds? 

Secretary BRANNAN. That is right. 


GENERAL PROVISIONS, LANGUAGE RESTRICTIONS 


Mr. Chairman, may I just conclude the presentation of the Depart- 
ment? 

I wanted to go on to another subject. I wanted to call your 
attention to the two provisions, sections 1313 and 1314. 

Chairman McKetuar. Proceed. 

Secretary BRANNAN. Section 1313 would be completely unworkable, 
Mr. Chairman. This section provides that the average salaries of 
persons paid from these funds shall not exceed average salaries under 
the regular appropriations. Take my office, where under this bill, 
we would pay the salaries of six people. Four of the people are 
experts—one on fertilizer, one on machinery, the third an investigator 
to investigate those people who are entitled to receive confidential! 
information in connection with Defense Production Act activities. 
The fourth assists me in supervision of the program and represents 
me on various defense committees. Two clerk-stenographers are 
also paid from this fund, and they handle all of the work of the other 
four men. 

The disproportion there in relationship to the regular staff in the 
Secretary’s office would make it impossible for us to employ probably 
more than one of the four men, you see, because there are a larger 
number of mail clerks, file clerks, and typing help, and so forth, in 
the Secretary’s office, as compared with the top-level people. 

The second general provision which concerns us is section 1314 
which says that half of the funds provided for information ee 
must be for work done outside the country. We do not intend | 
do a nickel’s worth outside the country. In other words, that ‘a 
vision, in effect, cuts our appropriation in half. 

Chairman McKeuiar. W hy should it apply to you at all, if you 
do not do any work outside the country? 
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Secretary BRANNAN. That is exactly right, but any money that 
on- you put anywhere in the bill for information work is automatically 
Lo divided in half by that provision. 
Chairman McKe tar. Is that in the form of a statement that you 
otal - have already prepared? If it is, let it go in the record. 
Secretary Brannan. This is in the statement that I read previ- 
- ously, Mr. Chairman. 
of . Chairman McKe ttar. All right. 


l is F PROPOSED AMENDMENTS 


ve F Secretary Brannan. If the committee would like some clarifying 
language on those points, I would be glad to submit it. 

ure E Senator ELLenpER. And also the amendment on the use of section 

32 funds. 

nt, : Secretary Brannan. Mr. Chairman, I think that that is all. 

§ Chairman McKeuuar. Mr. Secretary, would you mind just giving 

ive q ina general way something about transportation? The proof we have 

the E on it is not very clear, and I would like for you to give us something 

re- : or make a statement and put it in the record. 

Secretary BRANNAN. All right, we will be very happy to do that. 
That is on domestic transportation, and not shipping or offshore 
shipping? 

Chairman McKe ttar. That is right. 

Secretary Brannan. I will be glad to do that. 
rt- P (The information referred to is as follows:) 


STATEMENT OF THE DEPARTMENT OF AGRICULTURE WITH RESPECT TO 
TRANSPORTATION 


p ADEQUACY OF TRANSPORTATION FACILITIES FOR AGRICULTURE 


: Because, without transportation, production of agricultural commodities is 
ol ; useless, fairly close watch has been kept on the availability of transportation 
ler E equipment. During the 1950 harvesting season there were severe shortages of all 
ll. 4 kinds of railroad equipment; however, during 1951 up to date there have been no 
E serious complaints. For instance, the shortage of boxears, which is the most 
important rail facility for transportation, reached a peak of about 18,000 cars per 
day and in August 1950. ‘Lhe peak shortage in 1951 has been about 8,000 cars 
ia 4 per day and has gradually tapered off until for the week of August 8 it was 
S slightly over 3,000 cars per day. 
\s of August 1, 1951, the total ownership of boxcars was 721,896 with 46,850 
E new boxears on order. 
re E The refrigerator-car situation has been fairly easy all season with comfortable 
er supplies in all areas and slight surpluses in some areas. Loadings of refrigerator 
cars with perishable freight have been decreasing since the end of World War II. 
Production of perishable commoditics has been holding steady or, in some 
cases, increasing. The amount of traffic diverted to motor carriers has been 
on a steady upward swing. ‘his, of course, makes for less rail tonnage but 
eC] 4 does put a heavier burden on motor-carrier tonnage. Most of the motor-carrier 
in F tonnage moves by farmers, cooperatives or exempt carriers’ equipment and there 
are no authentic figures available from any source as to exact tonnage handled. 


re 


WMO ERS 


4 4 WORKING RELATIONSHIPS WITH DEFENSE TRANSPORT ADMINISTRATION 


General Order DTA-—2 was issued on March 1, 1951, by the Defense Transport 


La . 9 . r . . ons . pa ° ‘ 
Administration. The subtitle ‘Preference and Priority in Port Terminal Storage 


D- “ and Handling of Bulk Grain,” and the statement thereunder, as excerpted below, 
are self-explanatory and supply the basic justification for the order’s issuance: 
yu BE “  * * * it being deemed necessary in the public interest and to promote the 
i national defense by reason of the short supply of port facilities for the storage and 
aq handling of bulk grain for export to regulate, allocate and promote the preferen- 
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tial use of such facilities for the storage and handling of bulk grain for export to 
selected countries * * * ,” 

The order provides that the Department of Agriculture will recommend to the 
Defense Transport Administration the issuance of grain port handling permits 
to cover all export movements of grain based upon: 

A. The relative needs of the countries of destination for the grain. 
B. Availability of grain for the proposed movement. 

C, Availability of boxcars for the movement. 

D. Availability of ocean vessels. 

EK. Availability of port terminal warehouse space. 

The order also provides (a) that the port terminal warehouses can continue 
to store and handle grain intended for domestic sale or use under a permit issued 
by calendar quarters in an amount based upon the 5-year historical experience of 
each port elevator in storing and handling the grain, and (b) requires issuance of a 
grain port handling permit on all import, coastwise and intercoastal movements 
of grain. 

The Department of Agriculture has been called upon to make estimates of 
the total agricultural tonnage—domestic, export, and import—available for 
movement during the last quarter of 1951 and the first quarter of 1952. Those 
estimates are now in the hands of the Defense Transport Administration. 

Representatives of the Department have been called upon for advice and 
counsel in connection with a proposal of the Defense Transport Administration 
for increased demurrage charges for heavier carload minimum loadings: for 
information as to specific and/or general movements of agricultural commodities. 
In all cases, the Department has cooperated wholeheartedly with the Defense 
Transport Administration. 








AUTHORITIES AND ACTIVITIES IN CONNECTION WITH TRANSPORTATION RATES 


Section 201, Agricultural Adjustment Act of 1938, authorizes the Secretary to 
complain to the Interstate Commerce Commission with respect to the rates, 
charges, tariffs, and practices relative to the transportation of farm products. 
‘The Secretary has the full rights of any party of interest in any case before that 
Commission, including the right to invoke original and appellate review of an 
Commission determination. Under the same authority the Interstate Commerce 
Commission is authorized to call upon the Secretary for any information availabl 
in the Department’s facilities. Section 203 (j) of the Agricultural Marketing Act 
of 1946 directs and authorizes the Secretary to complain to the Interstate: Com- 
merce Commission, the Maritime Commission, the Civil Aeronautics Board or 
any Federsl or State regulatory body in connection with the rates, charges, 
tariffs, practices, and services on agricultural products and farm supplies and to 
work directly with individual carriers or groups of carriers to negotiate improve- 
ments without the necessity of litigation. 

As evidence of the Secretary’s activities under these authorizations, during the 
fiscal year 1951 the Department participated in 5 formal or informal actions 
involving the transportation problems of cotton and cottonseed products; 13 
involving dairy and poultry products; 7 involving fish and fishery products; 16 
involving fruits and vegetables; 18 involving grain and grain products; 13 involving 
livestock and meats; 5 on wool and mohair; 1 on green coffee; 7 on fertilizer and 
fertilizing materials; 8 involving rail transportation problems generally; 4 involving 
general water problems, and 11 involving general motor carrier problems, totaling 
108 activities. Of these, 62 necessitated appearance before the Interstate Com- 
merce Commission, 3 before the Federal Maritime Board, 2 before United States 
courts, and 41 were informal actions before carriers or a group of carriers. 


Chairman McKeuuar. Are there any further questions? 
Senator O’Maunoney. Mr. Chairman, the Council of Economic 
Advisers are outside, and I think we can dispose of them in 10 minutes. 
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EXECUTIVE OFFICE OF THE PRESIDENT 
CounciL, oF Economic ADVISERS 


STATEMENTS OF LEON H. KEYSERLING, CHAIRMAN; JOHN D. 
CLARK, VICE CHAIRMAN; ROY BLOUGH, MEMBER; AND BERT- 
RAM M. GROSS, EXECUTIVE SECRETARY OF THE COUNCIL OF 
ECONOMIC ADVISERS 


DEFENSE PRODUCTION ACTIVITIES 


Senator O’Mauonry. May I say that these are the three members 
of the Council of Economic Advisers to the President, and it is my 
understanding that they have a brief statement which can be ex- 
peditiously presented to us. I have done a good deal of work with 
them, and I find them reliable gentlemen. 

Mr. Keyseruine. Mr. Chairman, I am going to make an oral 
statement, and I think it will be short. I do not have a prepared 
statement. 


AMOUNT REQUESTED 


The item in question is $75,000, and that item- 

Chairman McKeEtiar. How much did the House give met 

Mr. Kryseruinc. The House did not give us any of That 
$75,000, Senator, is the estimate of the total additional mlee ‘n placed 
upon our agency by the defense program beyond the much larger 
amount that we have absorbed out of our regular appropriation of 
$300,000. 

It raises two questions. The first is whether our budget was eco- 
nomical before that defense program started; and second, whether we 
have an additional burden that you want to take account of. 


FUNCTIONS 


Chairman McKetiar. What I would like to know is, what do you 
do? 

Mr. Kryserumna. Well, we have the job given to us by the Con- 
gress, under the act of 1946, of advising the President on the economic 
situation, and that includes what is happening in the country on the 
economic front, and what is happening in the defense mobilization 
programs, and how the various programs which are being undertaken 
by the Government can be evaluated so as to be most economical 
and most efficient in getting the mobilization job done; and, to a 
degree, we also have a responsibility to the Congress, because we help 
the President prepare his economic report to the Congress, and we 
send reports to the Congress along with his reports. 

We also do a special reporting job in cooperation with Senator 
O’Mahoney’s committee, which is published every month. 

Now, on this $75,000 item, as I say, it represents the defense burden 
that we cannot absorb. 








948 SUPPLEMENTAL APPROPRIATIONS FOR 1952 





AMOUNT ALLOCATED FROM DEFENSE FUNDS 


Now, this additional burden was recognized last year in a differen; 
way, because last vear, instead of our coming to Congress for thes: 
additional amounts, they were allocated out of general defense fund: 
So that last year, we did get an allocation in the latter part of the year 
to cover these extra expenses. 

Chairman McKetuiar. How much did you receive? 

Mr. Keyseruine. We received $27,000. 

Now, we find ourselves in a situation this year where we are trying 
to carry out on a legislative basis that which was undertaken upon ai 
administrative basis. 

The history of it is this: We first asked for the $75,000 in our regula; 
appropriation. The House committee rejected it and said in its 
report: 
funds essential for work arising as a result of international conditions shall con- 
tinue to be financed from emergency funds. 
because they did not want to incorporate that amount in our regular 
budget. 

We came before the es and made the presentation in our 

regular appropriation. I do not know, but I believe, that the sub- 
committee gave us the amount, and it was taken out in the full com- 
mittee; and then we went back to the House, in line with their instruc- 
tions, and asked for the necessary amount in a special appropriation, 
and they rejected it entirely. 

So we are now in a situation where we have not only had rejected the 
request for funds to carry this defense burden, but where, if the House 
action was sustained, we would actually have to cut back from our 
current level of operations and, I understand, under a decision of the 
General Accounting Office, would have to recapture through further 
cuts some funds which we have already spent under the joint resolution 
appropriating temporary funds for defense emergency purposes. And 
the net effect would be, Senator, that during this year we would be 
cut back to a level of positions which would be below the level at 
which we were operating before the defense program started. 

So we would not only have no allowance for carrying our defense 
responsibilities, but would be at a lower level than we were before they 
started. 

Now, the only thing I want to say, in conclusion, is that I think it is 
reasonable, without elaboration, that if the economic responsibilities 
of the Government have increased, as you all know they have under 
this program, with new types of programs requiring action by us and 
new types of programs on which we must report to the President, 
that we, as a general economic staff, have not got a smaller burden 
now than we had when the Government had only its peacetime eco- 
nomic job; and I will conclude with that, and be ready to answer any 
questions. 

Senator O’Manoney. Is it not a fact that because of the nature of 
these defense duties, you have to enter into conferences, and so on, 
with all of the defense agencies with respect to the new problems 
arising under the Defense Production Act? 

Mr. Keyseruinc. That is entirely true, Senator; and in addition 
to that, as I pointed out—and I do not want to repeat, for Senator 
Maybank and some others who heard me before—we are servicing 
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the other agencies as an economic general staff with our staff, and I 
can say without any criticism of them that if they had to set up that 
service themselves, it would necessarily be more costly. 


PERSONNEL 


Senator O’Manonry. How many persons would be employed under 
this sum of $75,000? 

Mr. Keyser.inG. It would involve an increase in our total person- 
nel of five above the level at which we were operating at the end of 
the last fiscal year, and it would allow us to fill two very recent 
vacancies, so that we would actually be seven higher than we are 
now and about nine positions above our level at the time Korea was 
invaded. 

Senator O’Manonery. What is the total number of persons row 
employed? 

Mr. Keryserunc. The total number is 38, including the three 
members of the Council. 

Senator O’Mauonry. That is less than you had a couple of years 
ago, is it not? 

Mr. Keyseruine. That is true. 

Senator O’Manonry. What did you have a couple of years ago? 

Mr. Keysreruina. We had reached a maximum, | think, of 42. 


BUSINESS CONFERENCES 


Senator O’Manoney. And besides that, do you have your regular 
conferences with the Treasury and with the other Departments? 

Mr. Keyseritine. We do, and we have regular conferences with 
business groups all over the country, who seek them and urge them 
upon us. And I think that that is one of the most valuable phases 
of our work. 

Senator MayBank. I agree with that, and I wish that Mr. Keyser- 
ling would detail, for the benefit of the record, some of these business 
groups who have called upon him. 

Mr. Keyseruina. Certainly, we will do that. 

(The information referred to is as follows:) 


INFORMATION SUBMITTED BY CouNcIL oF Economic ADVISERS ON COUNCIL'S 
CONFERENCES WitH BusINEss GROUPS 


The Council takes part in two types of conferences with business groups. 

First of all, the Council meets regularly in Washington with representatives 
of the major national business organizations. Its own Business Advisory Com- 
mittee is made up of the following groups: the National Association of Manu- 
facturers, the National Industrial Conference Board, the United States Chamber 
of Commerce, Conference of American Small Business Organizations, Com- 
mittee for Economie Development, the New Council of American Business, and 
the National Federation of Independent Business, Inc. The Council also meets 
every few months with a special committee of the Commerce Department’s 
susiness Advisory Committee. At the#e meetings the general economic situation 
is reviewed in detail and the most pressing problems of short-range and long- 
range national economic policy are discussed. 

Similar meetings are held with advisory committees representing agriculture, 
labor, consumers and State and local governments. The.Council’s Agricultural 
Advisory Committee, for example, is made up of representatives of the American 
Farm Bureau Federation, the National Grange, the National Council of Farmer 
Cooperatives, and the National Farmers Union. 
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Second, members of the Council are invited to take part in business conferences 
all over the country. During the last few months, for example, the Chairman 
has been invited to meet with organizations such as the following: the Con- 
trollers’ Congress of the National Retail Dry Goods Association, the Nationa! 
Industrial Conference Board, the National Conference of Business Paper Editors, 
the Machinery and Allied Products Institute, the Investment Bankers’ Associa- 
tion, the Building Products Executives’ Conference, the Mortgage Bankers’ 
Association of America, the Committee on the Economie Policy of the United 
States Chamber of Commerce, and various informal groups that have been 
organized by businessmen for the specific purpose of exchanging views with the 
Council. 


BROAD SCOPE OF UNITED STATES ECONOMY 


Senator O’Manoney. I think it is essential to have a broad scope 
and broad poiat of view. 

{ want to say for the record, Mr. Chairman, that the Joint Com- 
mittee on the Economic Report, of which I happea to be Chairman, 
has occasion frequently to confer with the Economic Advisers to the 
Presideut, and I have no hesitation in saying that their work is of 
utmost value, not only to the Government but to business and to 
the economy as a whole, and I think it would be very short-sighted 
not to provide sums to enable the Council to do the new defense 
work which is throwa upon it. 

Chairman McKetuar. Are there any questions? 

Senator Ecron. Mr. Chairman, I wondered if this mobilization 
study now did not supplant, in some fashion at least, the normal 
functions of your Council? 

Mr. Keysertine. In one sense, it completely supplaats them, Sea- 
ator, if I get your meaning correctly; in other words, as a geuneral 
economic staff to the President, we have to advise him on what the 
most important and crucial economic problems are, and naturally, 
with defense mobilization, those problems are different in character 
and ia tempo aad in size, from what they were ta peacetime. 

As a matter of fact, practically all of our work now is devoted, and 
in fact, all of our work is devoted to the current problems, and they 
are mobilization problems. 


COORDINATION WITH OTHER GOVERNMENT AGENCIES 


The other point 1 wanted to make was, because of that, it has not 
followed that the operating mobilization agencies have set up staffs to 
do our kind of work. We service them, and that has been arranged 
with them, and it has been arranged with the President, and we are 
represented on Wilson’s group, and we are represented on the Advisor) 
Mobilization Board to the President, and when they want general 
economic information and general appraisals, they get it from us, and 
we provide a central staff service to those different agencies. 

Chairman McKeuiar. Are there any further questions? 

If not, we are very much obliged to vou. 

Senator Ecron. Just a moment. 

| wondered if the witness would comment on this statement of th: 
House, and it is in the House report. Dr. Keyserling testified: 








So the substance of our responsibility is the same, to serve as what might be 
called a general economic staff to the President, but the scope and range of the 
problems that we have to deal with increase, because the economic problems that 
the Government has to deal with in a national defense emergency enlarge. 





{} 


1 
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Mr. Kryseruina. I think that that statement, as you have read 
it, is the same thing that I have just tried to say to you. 

Senator Ecron. The question that occurred to me, in loaning your 
staff members to these various agencies, is that on a full-time basis, or 
do they just confer? 

Mr. Kryseruinc. We rarely lend staff members to them. That 
would not be the economical way. We perform the service and make 
the service available. 

For example, before the defense emergency, we reported four times 
a year to the President on the economic situation. When the defense 
emergency arose and it became necessary to have more frequent and 
more extensive information on the situation, that reporting system was 
accelerated to once a month. 

Now, in addition to those reports going to the President, they go 
also to Mr. Wilson, and they go to the Director of the Budget; they 
go to Mr. Erie Johnston. And consequently, we are servicing them 
as well as the President on this general service. 

Senator Ecron. You are kind of a liaison branch between all of 
these various agencies, the President and the Joint Economie 
Committee? 

Mr. Kryseruine. In a sense, that is the ease. 

Senator Keron. For the purpose of information; is that true? 

Mr. Keyseruine. Information, and analysis of policy, too. It is 
on the executive side, and, of course. not taking the place of the 
legislative side of the Government. 

I think the term “general economic staff” is a description of it. We 
try to get the over-all picture so that the operating agencies, which are. 
we hope, efficiently chopping down the trees, do not lose sight of the 
forest as a whole in which they grow, and that was the congressional 
idea underlying our act. 

Senator O’Manonry. You deal with all factors of production, and 
distribution, and employment, and bank loans, and all of the economic 
factors that enter into the substance of the national economy? 

Mr. Kryseruine. Yes, sir, 

Senator O’Manonry. So that you have to interpret the changes 
that are brought about by reason of increased production for defense, 
and the curtailment of normal civilian operations, and so forth: is 
that not right? 

Mr. Kryseruina. Yes, sir; we have to do that. And we get many 
special task assignments from these operating agencies, too, Senator, 
where they involve general economic questions. 

Senator O'Mahoney. I might say that I think the great advantage 
of an organization of this kind is that ever since they were established 
by the act of Congress. the organization has been accumulating the 
economic facts so that they have the know-how of bringing together 
in the shortest possible time, and in coordinating for the benefit of the 
President and for the committees of Congress, and for business and 
industry, the economic facts which are essential to be understood 
intelligently to solve our problems. 

Chairman McKetiar. If there is nothing further, we are very much 
obliged to you, gentlemen 


We will recess until 10:30 tomorrow morning. 
(Whereupon, at 5:10 p. m., Monday, September 17, 1951. the 
hearing was recessed until 10:30 a. m., Tuesday, September 18, 1951.) 





